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CHAPTER 551
WISCONSIN UNIFORM SECURITIES LAW
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TITLE AND DEFINITIONS FRAUDULENT PRACTICES
551.01 Short title. 551.41 Sales and purchases.
551.02 Definitions. 551.42 Market manipulation.
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LICENSING AND NOTICE FILING PROCEDURES; BROKER-DEALERS, - gl :
AGENTS, INVESTMENT ADVISERS AND INVESTMENT ADVISER 20105 aiay ofraceadmee |
. . ,REPRESENTATNES 551.63 Rules, forms and orders.
551.31 Licensing and notice filing requirements. 551.64 Administrative files and opinions.
551.32 Licensing and notice filing procedure. 551.65 Service of process.
551.33 Post-licensing provisions. 551.66 Scope of chapter
551.34 Denial, suspension and revocation of licenses. 551.67 Statutory policy
SUBCHAPTERI (c) A bank, savings institution, or trust compawheneffect-
ing transactions for its own account or as agent un&érs31 (5)
TITLE AND DEFINITIONS (d) A personal representative, guardian, conseryvaior
pledgee.
551.01 Short title. This chapter shall be known and may be (€) A person whosdealings in securities are limited to transac
cited as the “Wsconsin Uniform Securities Law”. tions exempt by s551.23 (5)

(f) A person licensed as a real estate broker unddseland
551.02 Definitions. In this chapterunless the context other whosetransactions in securities are isolated transactions inciden
wiserequires: tal to that business.
(1g) “Accreditedinvestor”’has the meaning given Y CFR (9) The investment board.

230.501(a). o ) ] (h) Other persons not within the intent of this subsection whom
(1r) "Advertising” means any circulaprospectus, advertise the division by rule or order designates.
mentor other material or any communication by radio, television, (4) “Division” means the division of securities.

picturesor similar means used in connectigith a sale or pur K . . .
(4g) “Federalcovered adviser” mearsperson who is regis

chaseo”r an of?r to sell or pyrchgse any security teredunder section 203 of tHavestment Advisers Act of 1940.
(2) “Agent” means any individual other than a broker—dealer N o . )
(4r) “Federalcovered security” meareny security that is a

who represents a broker—dealer or issuerficéihg or attempting ! ; "
to effect transactions in securities. A partnefiicer or director coveredsecurity under section 18 (b) of the Securities Act of 1933
gr regulations promulgated under that act.

of a broker—dealer or issy@r a person occupying a similar statu y AN A ) . o
or performingsimilar functions, is an agent if he or she is within (5) “Fraud”, “deceit” and “defraud” are not limited to cem
this definition. “Agent’does not include an individual who repre monlaw deceit.

sentsan issuer in doing any of the following: (6) “Guaranteed” means guaranteed as to payment of princi
(a) Effecting transactionim a security exempted by%51.22  pal, interest or dividends.
(b) Effecting transactions exempted by551.23 otherthan (7) “Investmentadviser” means any person who, for eom

transactionsexempted under £51.23 (8) (g) (10) or (19) in  pensation,engages in thdusiness of advising others, either
which the individual receives a commissionother remuneration directly or through publications, writings or electronic means, as
directly or indirectly for soliciting or selling to any person in thigo the value of securities as to the advisability of investing in,
state. purchasingor selling securities, or who, faompensation and as

(c) Effecting other transactions if no commission or othe part of aregular business, issues or promulgates analyses or
remuneratioris paid or given directly or indirectly for soliciting reports concerningsecurities. “Investment adviser” does not
any person in this state. includeany of the following:

(3) “Broker—dealer’means any person engaged in the-busi (a) A bank, savings institution or trust company
nessof eflecting transactions in securities for i@ount of others (b) A lawyer, accountant, engineer tgacher whose perfor
or for the persos’ownaccount. “Broker—dealer” does not includemanceof these services is solely incidentimtthe practice of his

any of the following: or her profession.
(@) An agent. (c) A broker—dealer or agent whose performance of these ser
(b) An issuer vicesis solely incidental to theonduct of his or her business as
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a broker—dealer oagent and who receives no special compensaverysale or dier of a security which gives the holder a present

tion for them. or future right or privilege to convert into another security of the
(d) A publisher of any bona fide newspapeews magazine sameor an_other issuers considered to include anferf of the

or business or financial publication with a regular and paid ciethersecurity

culationor a publisher of any securities advisory newsletter with (e) The terms defineth this subsection do not include any

aregular and paid circulation which does not provide advice bonafide pledge or loan of a security

subscriberon their specific investment situation. (f) A securities broker-dealer or agent whieets a brokered
(e) The investment board. securities transaction eonsideredo have gkcted a sale or pur
(ed) A federal covered adviseunless the federal coveredchaseof a security

adviseris required to become licensed or qualify for an exclusion (12) “SecuritiesAct of 1933”, “ Securities Exchange Act of

or exemption from licensure underx1.32 (1m) (c) 1934",“ Investment Company Act of 1940"|nvestment Advis
(eh) A person who is excluded from the definition of “investersAct of 1940” and “ Internal Revenue Code” mean the federal

mentadviser” under section 202 (a)lflof the Investment Advis Statutesof those names as amended on January 1, 1998, including

ersAct of 1940. suchlater amendments as the division determaresnot incon

(em) An investment adviser representative. sistent with the purpose of this chapter

(f) Other persons netithin the intent of this subsection whom (13) (&) “"Security” means any stockreasury stock; note;
the division by rule or order designates. bond; debenture; evidence of indebtedness; share of beneficial

« : — interestin a business trust; certificate of interest or participation
the(ZoTc))\Afii) Investment adviser represgntatwe means any %ﬁ any profit sharing agreement; collateral trust certificate; preor
g, unless excluded under pé): Y 9 a9 < !
. ) L nizationsubscription; transferabkhare; investment contract;
1. A supervised person, as defined by the division by rule’ggmmodityfutures contract; voting trusertificate; certificate of
aninvestment adviser a federal covered advisemless one of gepositfor a security; limited partnership interest; certificate of
the following applies: interestor participation in an oil, gas or mining title or leasénor
a. Not more than a percentage, specified by the division Bgyments out of production under such a title or leasé gen
rule, of the clients of the supervised person are natural pers@fgl, any interest or instrument commonly known as or having the
who are not excepted persons, as defined by the division by riidentsof a security or déred in the manner in which securities
b. The supervised person does mota regular basis, solicit, areoffered; or any certificate of interest or participation in, tempo
meetwith or otherwise communicate with clients of the investary or interim certificate fqrreceipt for guarantee of or option,

mentadviser or federal covered adviser warrantor right to subscribe to or purchase or sell, any ofdie
c. The supervised person provides only impersonal inve80/Ng.
mentadvice, as defined by the division by rule. (b) “Security” does not include any fixed or variable insurance

2. A 3rd-party solicitgras defined by the division by rule. 0or endowment policy or annuigontract under which an insurer

(b) “Investment adviserepresentative” does not include anyPromisesio pay money either in a lump sum or periodically for life
person excluded by the division by rule or order or some other specified period; any beneficial interest in ary vol

untaryinter vivos trust not created ftve purpose of carrying on
- - %'ﬁ?/ business or solely fahe purpose of voting; or any beneficial
anysegurlty and any promoter whots for an issuer o be forrmdinterestin any testamentary trust; or any mengenterest that
except. . i . includesall of the rights set forth in 483.0102 (1) in a limited
_ (&) With respect to certificates of deposit or trust certificateggpility company oganized under cii83if the aggregate num
“issuer” means the person performitige acts and assuming theper of members of the limited liability comparsfter the interest
dutiesof depositormanager or trustee pursuant to the provision§ sold, does not exceed Hid the articles of ganization do not
of the trust or other instrument under which the security is issuggstmanagement of the limited liability company in one or more
and B _ ~ managers.

(b) With respect to certlflcate“s. of interestgarticipation in oil, (c) Except as provided in pdb), “security” is presumed to
gasor mining titles or leases, “issuenieans the owner of any jncjyde a membes interest ira limited liability company @a-
suchtitle or lease who creates fractional interests therein fer pWized under ch183if the articles of aanization vest manage

(8) “Issuer” means any person who issues or proposes to is:

posesof Sa"?- _ o mentof the limited liability company in, or if the operatiagree
~ (9) “Nonissuer"means not directly or indirectly for the benement delegates the essential manageresdponsibility of the
fit of the issuer limited liability company to, one or more managers who are not

(10) “Person”means an individual, a corporation, a parnememberspr if the aggregate number of members of the limited
ship,an association, a joistock companya trust where the inter liability companyafter the interest is sold, exceeds 35. “Security”
ests of the beneficiariese evidenced by a securian unincorpe is presumed not to include a menisénterest in a limited liability
rated organization, a government, a political subdivision of aompanyorganized under chl83 if the aggregate numberf
governmenbr any other entity memberof the limitedliability company after the interest is sold,

(11) (a) “Sale” or “sell” includes every sale, disposition doesnot exceed 35 and the articles ofjamization do not vest

exchangeand every contract of sale of, or contract to sell, asedanagemendf the limited liability company in, nor does the
rity or interest in a security for value. operatingagreementlelegate the essential managerial responsi

(b) “Offer” or “offer to sell” includes every attemet ofier to bilities of the limited liability company to oner more managers

sell or dispose of, or solicitation of arfef to purchase, a security VN0 &ré not members. _ _

or interest in a security for value, but does not include solicitation (14) “State” means any state, territory or possession of the
by a licensed broker—dealer of tentatieservations of securities United States, the District of Columbia and Puerto Rico.

which shall not be binding upon the purchaser until ratified by tqslglstory: 1971 c. 841977 c. 1441979 c. 103.236 (3) 1981 c. 53s.1t04, 43;

9 3a. 87216, 1985 a. 381991 a. 1451993 a. 12; 1995 a. 27356, 400 1997 a.
purchaseafter the securities may legally be sold. 316 2001 a. 24102 103 2003 a 3215 7356 400

(c) Any securitygiven or delivered with, or as a bonus on Cross Refeence: See also ctDFI-Sec 1 Wis. adm. code.

it ing i i4A profit—sharing agreement betwemanagement and labor in exchange for wage
accountof, ar}y purchase of SeCl_JrItleS orany other thlng IS Consk%ncessions was not a securifiore Vy Express, Inc..\Bast, 178 Ws. 2d 693505
eredto constitute panf the subject of the purchase and to hawgw.2d408(Ct. App. 1993).

beenoffered and sold for value. Whena certificate of stock was mailed to the plafritifWisconsin, and extensive
(d) Every saleor offer of a warrant or right to purchase c)r_subsolicitation was conducted by the defendantsAfsconsin, there was an fef”

\ . . within sub. (1) (b). Since the securities were neither registeredigtafisinnor
scribeto another security of the same or another issisamell as  exemptfrom registration, the plainfifwas entitled to rescind the transaction and
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recoverthe purchase price of the securities, plus costs. Hardtlave Tree Corp.  and all accrued and unpaid interest to thete of an event of

386F. Supp. 108§1975). A .
An “offer to sell” under sub. ) (b) was made when the defendant gave arrune)gemu't on the revenue obligations, and the letter of credit is

ecutedpartnership agreement to the plafritiiplicitly inviting the plaintifto return ~accompaniedby an opinion of counsel stating:
it completed as to form and amount. FeitleMidasAssociates418 F Supp. 735 1. a. That payment of debt service will gonstitute a prefer

(1976). : L -
State and federal regulation of condominiums. Minahan, 58 MLR 55. enceunder federal bankrUptCy law if a petition in bankrum

WhenDoes A Membes Interest in an LLC Become a Security? Briskas.aw ~ respecto the enterprise is filed; or

Sept.1994. b. Thatthe letter of credit will provide for reimbursement to
holdersof the revenue obligations if they are required by order of
SUBCHAPTERII a federal bankruptcy court to disger as a preference any pay
mentof a debt service; and
REGISTRATION AND NOTICE FILING 2. That the enforceability of the letter of credit would not be

materially afected by the filing of a petition under federal bank
ruptcy law with respect to the enterprise or any person obligated

) ] ] ) to reimburse the bank, savings bank or a savings and loan associa
551.21 Registration requirement. (1) It is unlawful for tjon for payments made under the letter of credit.

any person to dér or sell any security in this state unless at least () any security excluding a revenue obligation, issued

PROCEDURES; SECURITIES

oneof the following conditions is met: guaranteedby Canada, any Canadian province, any political sub
(@) The security is registered under this chapter division of any such province, any agencyamrporate or other
(b) The security ofransaction is exempted undebS1.22or instrumentalityof one or more of the foregoing, or any other for
551.23 eigngovernment with which the United States currenthintains
(c) The security is a federal covered security diplomaticrelations, if the security is recognized as a valliiga

(2) It is unlawful for any issuer or registrant of any securitidion by the issuer or guarantor _ ) _
registeredunder this chaptepr any person in control of or con  (3) Any security issued by and representing an interest in or
trolled by or under common control with the issuer or registrarft debt of, oguaranteed byany bank aganized under the laws of
to offer or sell any of the registered securities in this state if tHee United States, oany bank, savings institution or trust com
issueror registrant is in violation of this chapter any rule under Panyorganized under the laws of any state and subjeeigiola
this chapteror any order under this chapter of which he or she H#n in respect of the issuance guarantee of its securities by a
notice,or if theregistration statement relating to the securities, 89vernmentauthority of that state.

of the date of such f&r or sale, is incomplete in angaterial (4) Any security issued by and representing an interest in or

respecor contains any statement whisHalse or misleading with a debt of, or guaranteed bgny federal savings bank faderal

respecto any material fact. savingsand loan association, or any savings bangavings and
History: 1971 c. 841981 c. 53.43; 1985 a. 381995 a. 3561997 a. 316 loan or similar associationrganized under the laws of any state

Sub.(1) is violated through anfef to sell an unregistered securigyen if no sale H H i i i H i
ocours. Statev. Johnson, 2002 Wi App 22257 W, 2d 736652 N.wzd 6az  andlicensed to do business in this stét, not including the capi
01-1092 tal stock of a state—chartered capital stock savings basékvings

Whena certificate of stock was mailed to the plafitifwisconsin, and extensive andloan association.

solicitationwas conducted by the defendantsAfsconsin, there was an fef” PP ;
within s. 551.02(11) (b). Since the securities were neither registeredisicafisin (5) Any security issued or guaranteed by any federal credit

nor exempt from registration, the plairitiftas entitled to rescind the transaction andunion, or any credit union or similar associatioryamnized and

recoverthe purchase price of the securities, plus costs. Hardtieve Tree Corp. i i .

386F Supp, 10841978) supervisedunder _the_ laws of this state _
Registrationand reporting requirements for exemnsactions are discussed.  (6) ANy security issued or guaranteed doyy railroad, other

Feitlerv. Midas Associategj18 F Supp. 73§1976). commoncarrier public service corporation, public utility or pub
Thefinancing of corporatexpansion through industrial revenue bonds. Mulcah ili i i i i i i
2 Gloancing O Corparae lic utility holding company which is subject to regulation in
respectof the issuance or guarantee of the security by a govern

551.22 Exempt securiies. The following securities are mentalauthority of the United States, any state, Canada or any

exemptfrom registration under §51.21 (1) Canadiarprovince. o _

(1) (a) Any securityincluding a revenue obligation, issued or _(7) Any security listed, or approved for listing upon notfe
guaranteedy the United States, any state, any politadivi 'SSUanceon a securities exchange designated by rule of the divi
sionof astate or any agency or corporate or other instrumentalfi?™: SUbject to rules that the division may promulgate under this
of one or more of théoregoing; or any certificate of deposit forSUbSectionany security of the same issuer which is of senior or
any of the foregoing; but any revenue obligation payable froffyiPstantiallyequal rank to the securitsted, designated or
paymentso bemade in respect of property or money used und@pProvedor listing or designation; any security called forsos
a lease, sale or loan arrangembpgtor for a nongovernmental scriptionrights or warrants so listed, approved or designated; or
industrialor commercial enterprise is exemptedy as provided anywarrantor right to purchase or subscribe to any of the ferego
underpatr (b). A security other than a security issued or guarad"9- o _ _
teedby the United States or an agency or corporate instrumental (8) Any security issuetb its members by a domestic corpora
ity of the United States and other than a revenue obligation{i@ organized and operated not for private profit but exclusively
exemptunder this subsection only if the issisefinancial state for religious, educational, benevolent, charitable, fratesoeial,
mentsare prepared according to generally acceptambunting athleticor reformatory purposes; and any evidences ofidsbéd
principlesor guidelines which the division designates by rule. by any such corporation to nonmembersampliance with rules

(b) Unless subject to a letter of credit of a bank, savings ba@#toPteddy the division. _ _
or savings and loan associationm@evided in this paragraph, a  (9) Any commercial paper meetirthe requirements estab
revenueobligation of an issuer specified under. p@ythat is pay lished by rule of the division anq which arises out of a current
ablefrom payments to be made in respect of propertpaney transactioror the proceeds of which have been or are to be used
usedunder a leasesale or loan arrangement by or for a nongoVor current transactions, and which evidences an obligation to pay
ernmentalndustrial orcommercial enterprise is exempted subjeg@shwithin 9 months of the date of issuance, exclusive of days of
to rules adopted by the division. A revenue obligatioexismpt grace,or any renewal of such paper which is likewise limited, or
from any filing under the rules of the divisionitis the subject of anyguarantee of such paper or of any such renewal.
anirrevocable letter of credit from a bank, savibgsk or savings  (10) Any investmentontract or other security issued in €on
andloan association in favor tiblders of the revenue obligationsnection with an employeea’ stockpurchase, savings, pension,
providing for payment of all principal ahe revenue obligations profit sharing or similabenefit plan if, in the case of plans which
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arenot qualified under sectio#01 of the internal revenue codewithin 10 days after the date of filing such information required
andwhich provide for contribution by employees, there is filety rule or if additional information is required undei58.1.24 (6)

with the division prior to any &r or sale a notice specifying thewithin 10 days after the date of filing that information.

termsof the plan andlny' addltlonal information requi'red under (4) Any transaction between the issuer or other person on
s.551.24 (6) and the division does not by order disallow th§hosebehalf the dering is made and an underwriter or among
exemptionwithin 10 days after the date of filing the noticeibr ynderwriters.

additional information is required unders&1.24(6), within 10 (5) Any transaction in a bond or other evidence of indebted

daysafter the date of filing that information. _ nesssecured by a real or chattel mortgage or deed of trust, or by
_ (11) Any shares of common stock issued by a service Corpogg agreement for the sale of real estate or chattels, if the entire
tion organized under s480.1901t0 180.1921 mortgagedeed of trust or agreement, together wiftthe bonds

(12) Any securitiesof a cooperative corporationgamnized or other evidences of indebtednassured therebis ofered and
underch.1850r 193 soldas a unit.

(13) Any option to put or call any outstanding security trans  (6) Any judicial sale or any transaction by a personal repre
actionsin which are exempted under5§1.23 (3) sentative sherif, marshal, receivetrustee in bankruptcguard
(14) Any securityissued by a licensed broker—dealer to it&n, or conservator
officers, partners or employees, subject to rules adoptetthdy  (7) Any transaction executed laybona fide pledgee without
division. any purpose of evading this chapter

(15) Any contract for the sale or purchase of a commodity for (8) Any offer or sale of a security to any of the following:
future delivery if it is tradedor executed on a contract market-des (a) The issuer of the security

ignatedunder7 USC 7 . S . .
Lo . (b) A bank, savings institution, savings bank, creufiton,
(16) Contributionnotes issued under@l1.33 (2) (b)613.33 trustcompanyinsurer broker-dealetinvestment advisefederal

(S?c))r?ér%}?r":’;ﬁg;]‘éeagmj?guse%cﬂﬂggzgp%o(\’ze)?nb%;m%ggg:]m'éoveredadviser or savings and loan association, if the purchaser
; ; ) : . Qr prospectivepurchaser is acting for itself or as trustee with
with the conversion of a stock insurance corporation to a mm%bestmenmontrol

or under s613.750r614.76in connection witlthe conversion of . .
aservice insurance corporation or fraternal to a mutual. (¢) Aninvestmentompany as defined undes USC 80a-3

(17) Any security as to which the division by rule or orde r a pension or profit—sharing trust, except that &er afr sale of

] : 2 : ecurity to a pension or profit—sharing trust or to an individual
finds that registration is not necessary or appropriate for the. : . o vt .
protectionof investors. reéilrementplan,lncludlng a self-employed individual retirement

History: 1971 c. 84260, 1973 c. 2651975 c. 3591977 c. 1441979 c. 1021081  P1an, iS not exempt under thgaragraph unless the trust or plan is
c.53 1983a. 216 1987 a. 27381; 1989 a. 303336 1991 a. 145221, 1995 a. 27  administereddy a bank, savings institution, savings baerkedit

356 1997 a. 3162005 a. 441 union, trust companyinsurer broker—dealerinvestmenadviser
Cross Refeence: See also s©FI-Sec 2.01and2.03 Wis. adm. code. federalcovered adviseor savings and loan association that has
investmentcontrol.

551.23 Exempt transactions. The following transactions
areexempt from registration unders51.21 (1)

(1) Any isolated nonissuer transaction, whethefectéd
througha broker—dealer or not. ] o o ] )
(2) Any nonissuer transaction feéted by or through a () Any financial institution or institutional investor desig

licensedbroker—dealer pursuant to an unsolicited orderfer o5 "atedby rule or order of the division.

purchasebut thedivision may by rule require that the records of (g) An accredited investor

the broker—dealer confirm that the order deofo purchase was  (9) Any offer or sale of a preganization subscription, if no
unsolicited. commissionor otherremuneration is paid or given directly or

(3) Any sale of any outstanding security by or on behalf ofiadirectly for soliciting any subscriber ithis state and no advertis
personnot the issuer and not in control of the issuer or controlléa is published or circulated unless it has bpermitted by the
by the issuer or under common control with the issuer at a pridigision, and if the subscription is not binding and no payment is
reasonablyelated to the curremharket price if any of the follow madeby anysubscriber until the securities subscribed for may
ing conditions are met: legally be sold.

(a) The issuer has any securitiegistered under section 12 of (10) Any offer or sale of its securities by an issuer having its
the Securities Exchange Act of 1934 or exempted fregistra  principal office in this state, if the aggregate number of persons
tion by section 12 (g) (2) (G) dr2 (g) (3) of that act, or the issuerholdingdirectly or indirectly all of the issuarsecurities, after the
is an investment company registered under the Investment Caacuritiesto be issued are sold, does not exceed 25, exclusive of
panyAct of 1940. personainder sub(8), if no commission or other remuneration is

(b) Securities of the same class have been registered underftfig or given directly oindirectly for soliciting any person in this
chapterunder a registration statement becomirigative within ~ State,except to broker-dealers aadents licensed in this state,

2 years preceding the sale and the registratias not been andif no advertising is published unless it has been permitted by
revokedor suspended. the division.

(c) Securities of the same class have been registered under thd1) (a) Any transaction pursuant to arfiesfdirected by the
SecuritiesAct of 1933 and there is filed with the division prior toofferor to not more than 25 persons in this state, excluding persons
any offer or sale anotice of the proposed sale, other informatiogxemptunder sub(8) but including persons exempt under sub.
asthe divisionby rule requires and any additional informatior{10), during any period of 12 consecutive months, whetheobr
requiredunder s551.24 (6) and the division does not by orderthe oferor or any of the dérees is then present in this state, if the
disallowthe exemption within 10 days aftive date of filing the offeror reasonably believes that all the persons in this state are pur
noticeor, if additional information is required undei5§1.24 (6) chasingfor investment, and no commission or other remuneration
within 10 days after the date of filing that information. is paid or given directly or indirectly for soliciting any person

(d) The issuer or applicant files with the division such infermahis state other than those exempt by £8).
tion, and an undertaking fite such reports, as the division by rule (b) The division may by rule or ordeas to any security or
requiresand any additional information requiradder s551.24 transactioror any type of security or transaction, withdraw or fur
(6), and the division does not by order disallow the exemptidihercondition this exemption, or increase or decrease the number

(d) This state or any of its agencies or political subdivisions.

(e) The federal government or any of its agencies or instrumen
talities.
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of offerees permitted, or waithe conditions in paa), and may nextpreceding such f&dr or sale, or average net revenues for the

requirereports of sales under this exemption. last 3 fiscal years next preceding sucfeobr sale, of not less than
(12) Any transaction pursuant to arfafto existing security 11/2 tim_e_s the aggregate annua_l interest requirements on the issue

holders of the issugother than an entity designated i551.52 of securities to be sold under this subsection and all securities of

(1) (b), or of a corporation which, prigo the ofer, owned sub €qualor prior rankto be outstanding immediately after such sale.

stantiallyall of the voting stock of the issuer or whose controlling (16) Any offer, butnot a sale, of a security for which registra

personrganized the issuer for the purpose of tiierpif no com  tion statements have been filed under both thigpter and the

missionor other remuneratioather than a standby commissiorSecuritiesAct of 1933 if no stop order atenial order is in éct

is paid or given directly or indirectly for soliciting any securityandno proceeding is pending under either.law

holderin this state, and if, prior to anyfef or sale, the issuer files  (17) Any offer or sale of warrants for or rights to subscribe to

a notice specifying the terms of thefef, all other information any security provided the sale of the security deliverable on-exer

which the division by rule requires and any additional informatiogise of the warrant or right is in compliance with this chapter

requiredunder s551.24 (6) and the division does not by order (18 Any other transaction as which the division by rule or

disallowthe exemption within 10 days aftine date of filing the orderfinds that registratiors not necessary or appropriate for the

noticeor, if additional information is required unde581.24 (6)  protectionof investors.

within 10 days after the date of filing that information. In thlssut? (19) (a) Any ofer or sale of securities made in reliance on the

section,“security holder” includes a person wabthe time of the emption provided by Rule 505 of Regulation D under the-Secu

transaction is a holder of convertible securities or nontransferaﬁfpeS Act of 1933and the conditions and definitions provided by
warrantsor a holder of transferable warrants that are exercisa : g
within not more tha®0 days of their issuance but does not inclucggé?tfg’r?all tcooggﬁiézirgﬁgoll?nfwittg?igrfgrir? r Z?g)" talols(fc)) satisfies the
a person who at the time of the transaction is a holder of only trans P ’

ferablewarrants that are exercisable for more than 90 days aftedP) NO commission or other remuneration may be paid or
their issuance. given, directly or indirectly to any person for soliciting or selling

(13) Any transaction incident to a clagste by stockholders, %o any person ithis state in reliance on the exemption under par

rsuanto the articl f incorporation or th licabl Hoor a), except to broker—dealers and agents licensed in this state or
pursuanto the articles ot incorporation or the applicable COrOrd, o yyntfrom licensure under §51.31 (1)
tion statute, on aneger, consolidation, share exchange, reclassi 1 unl th for di lification i ived und
fication of securities, or sale of corporate assets in consideration(c)_1- Unless the cause for disqualification is waived under

of the issuance of securities of another corporation; or any transa?d-2- N0 €xemption under p&a) is available for the securities
tion incident to a judicially approved regmization in which a of an issuer unless the issuer did not know and in the exercise of

ipasonableare could nohave known that any of the following

securityis issued in exchange for one or more outstanding sec ) h
ties, claims or property interests, or partly in such exchange agrﬁ?é')?sm any of the persons described hCFR 230.26%a), (b),

partly for cash.

(14) Any stock split and any stock dividehg a corporation,
andany share split or share dividend by a business trust, whe
the corporation or business trust distributing theidend is the
issuer or not, if nothing of value is given for the dividend oth ’ i ired und denving decti i
thanthe surrender d right to a cash or property dividend wher? adno ice reqwlzt_a utrr]1 e;gati) enylngf tﬁ |vene_s;s ct)', or S:;st
eachstockholder or shareholder may elect to take the dividend®®" tlngor revoking the eecliveness of, the registration state
cashor property or in stock or shares. ment. ) )

(15) Any offer or sale of an evidence of debt issued by a eorpg b. The person has been convicted of any felony or misde

ration organized and operated not for privatefit but excly  eanofin connection with theffer, sale or purchase of any secu
r%ty or franchise, or any felony involving fraud or deceit, including

a. Theperson has filed a registration statement which is the
lﬁgl?jectof an efective order entered against the issitgioficers,
IFectors, general partners, controlling persons ofiliafes
él'rlereof,pursuant to any stagefaw within 5 years before the filing

sively for religious, educational, benevolent or charitable pu t not limited to f bezzl + obtaini d
posesif the security qualifies under this exemption, and if the utnot imitéd to fogery, embezziement, obtaining monefyaer

hasbeen filed with the division prior to anyfef or sale a notice '2ISEPrétenses, larceny or conspiracy to defraud.
identifying the security and the basis of its qualification under this _C- The person is subject to arfieetive administrative order
exemptiontogether with any further information as ttigision OF judgment entered by a state securities administrator whthin
by rule or order requires, and any additional information requirdgarsbefore the filing of a notice required under.igel), which
unders.551.24 (6) and if the division does not by order disallowProhibits,denies or revokes the use of any exemption from securi
the exemption within 10 days after the date of filing the notice df€S registration, which prohibits theansaction of business by the
if additional information is required unde6&1.24 (6)within 10 Personas a broker—dealer or agent, or which is based on fraud,
daysafter the date of filing that information. The security quald€ceit,an untrue statement of a material faceoromission to
fies under this exemption if the issuer and any predecéss@ Statea material fact.
not defaulted within the current fiscal year or the 3 preceding fis d. The person is subject to any oygadgment or decree of
cal years in any fixed interestr principal obligation; and the any court entered within 5 years before the filing of a notice
issuercomplies with rules of the division with respect to trustequiredunder par(d), temporarily preliminarily or permanently
indenturesand the use of a prospectus; and the security qualifi@strainingor enjoining the person from engaging ircontinuing
undereither of the following: any conduct or practice in connection with théeafsale or pur
(a) The issuer and its predecessors have not been in existéiaseof any securityor the making of any falsfding with any
for 3'years, and the securities proposed to be sold are secured®f- . o _ _ _
amortgage or deed of trust upon laamd buildings which isor 2. a. Any disqualification under this paragrap¥olving a
will become a first lien at or prior to the issuance of such evidenbégker—dealeor agent is waived if the broker—dealer or agent is
of debt or provision satisfactory to the division is mdde or continues to be licensed in this state as a broker—dealer or agent
impoundingthe proceeds from their sale until suasst lien is ~ afternotifying the division of the act or event causing disqualifica
establishedand the total amount of sudecurities does not tion.
exceedb0% of the then fair market value of thad and buildings b. The division may waive any disqualification under this
includedin such mortgage or deed of trust, less the amount of gggragraphupon a showing of good cause that it is not necessary
unpaidspecial assessment taxes; or underthe circumstances that use of the exemption be denied.
(b) The issuer or its predecessors hiazd an excess of reve  (d) Not later than the earlier of the daie which the first use
nuesover expenses, excluding interest expense, provision fidran ofering document or the firstale is made in this state in
depreciatiorandextraordinary items, for each of the 2 fiscal yean®lianceon the exemption under péa), there is filed with the
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division a notice comprised of f&ring material in compliance 551.25 Registration by coordination. (1) Registration by
with the requirements of Rule 5a# Regulation D under the coordinationmay be used for any security fshich a registration
SecuritiesAct of 1933, a&completed Form D as prescribed by Rulstatemenhas been filed undéine Securities Act of 1933 in con
503 of Regulation D under the Securities Act of 1933, and a feectionwith the same déring and has not becomdeftive.

of $200. Material amendments to théedhg document shall be () A registration statement under this secgball contain all
filed with the divisionnot later than the date of their first use in thigs 1he following information and be accompantggdthe follow

state. o _ ing documents in addition to the information specified BE4..27
(e) 1. Asto all sales in this state, the issuer shall reasona@yand the consent to service of process requireddfy1s65(1):

believeimm_ediately befpre r_naking any sale that: (a) Three copies of the latest form of prospeéitad under the
a. The investment is suitable for the purchaser; and SecuritiesAct of 1933.

b. The purchaseeither alone or withhe purchases repre (b) If the division by rule or otherwise requires, a copy of the
sentative,has such knowledge and experience in financial apgiciesof incorporation and bylaws or their substantial equiva

businessnatters aso be capable of evaluating the merits and ris'féntscurrently in eflect, a copy of any agreements with or among
of the prospective investment. underwritersa copy of any indenture or other instrument govern

2. The failure to satisfy the conditionfsubd.1. as to a pur ing the issuance of the security to be registered, and a specimen
chasershall not dfiect the availability of the exemption under.pargr copy of the security

(@)as to oth_e_r purchasers_ ) (c) If the division requires, any other information, or copies of
(f) The division mayby ordeyincrease theumber of purchas 5y documents, filed under the Securities Act of 1933.
ersor waive any other conditions of the exemption under(ppr (d) An undertaking to forward all future amendmentshie

for a particular dering. The division shall not require the filing]c deral ; ther th d t which v del
of advertisingused in connection with fers or sales in reliance 'CU€r/ProSpectus, otner than an amendament which merely aelays
effective date of the registration statement, not later than the

ontheexemption. The exemption may be revoked by order of t i X .
division, but only if the ofering constitutes or would constitute Irst business day after they are forwarded to or filed with the secu

violation of s.551.31and notice thereof has been receivedhay rities and exchange commission, or such longer period as the divi

issuer.or constitutes or would constitute a violation 0651.41 SO permits. S _

History: 1971 c. 841977 c. 1441979 c. 10.236 (3) 1981 c. 53%s.6, 7, 43; (3) (a) Unless waived in writing by the applicant before-fed
1981c. 3141983 a. 2787,216 1985 a. 381987 a 381403 1991 &, 142211993 grg|effectiveness, a registration statement under this section auto
a.67, 1995 a. 27356, 415 1997 a. 3162001 a. 44102 2005 a. 253 icallvb &t h he fed | - .

Cross Refeence: See also DFI-Sec 4.10Wis. adm. code. maticallybecomes &ctive at the moment the tederal registration

Whena certificate of stock was mailed to the plafritifisconsin, and extensive Statemenbecomes ééctive if all of the following conditions are
solicitationwas conducted by the defendantsifsconsin, there was an fef” met:
within s. 551.02 (1) (b). Since the securities were neither register&isconsin L. . . .
nor exempt from registration, the plairitifas entitled to rescind the transactionand 1. No stop order is in &ct and no proceeding is pending
recoverthe purchase price of the securities, plus costs. Hardtiee Tree Corp.
386F Supp. 108§1975). unders.551.2$ ) o o

Registrationand reporting requirements for exentiginsactions are discussed. 2. The registration statement has beeriile with the division

Feitlerv. Midas Associates}{18 F Supp. 73%1976). for at least 10 days.
Hassecuritiedaw regulation in the private capital markets become a deterrent to fth . d mini det
capitalgrowth: a critical review Coles. 58 MLR 395. 3. A statement of thenaximum and minimum propose

ing prices and the maximum underwriting discounts and commis
551.24 Exemption proceedings. (1) Thedivision may by sionshas been on file for 2 full business dayssuch shorter
orderdeny or revoke any exemption undeb51.220r 551.23 period asthe division permits, and thefefing is made within
with respect to a specified security or transaction. theselimitations.

(2) If the public interest and the protection of investors so (b) The registrant shall promptly notify the division by tele
require,the division may by order summarily deny or revoke arghoneor telegram of the date and time whika federal registra
exemptionunder s551.220r 551.23with respect to a specified tion statement becamefeftive andthe content of the price
securityor transaction. Upon entry of the ordée divisionshall amendment,if any, and shall promptly file gost-efective
serveupon all named parties a copfthe order and notify the par amendmentcontaining the information and documents in the
ties of their right to request a hearing. price amendment. “Price amendment” means the final federal

(3) No order under this section may operate retroactively amendmentwhich includes a statement of thefesing price,

(4) A person who dérs or sells a Security pursuant to aNnderWrmng and _Selllng dlSCOUﬂtS_ or commissions, am(mfnt
exemptionunder s551.2201551.23after the exemption is deniedProceedsconversion rates, call prices and other mattiefsen
or revoked by an order dhe division does not violate 551.21  dentupon the dering price. Upon failure to receive the required
(1) if: notification and post-déctive amendment with respect tioe

(a) The person was not given notice of the order; and ~ Price amendment, the division may enter a stop ordéhout
(b) The person sustains the burden of proof to establish thai}?‘%'.ceor hearing, retroactively denyingedtiveness to the regis
or she wasot given notice and did not know and, in the exerci gtion statement or s.uspendlng |t£ete't|\./e;n.ess untl comp]lgnce
of reasonable care, could not have known of the order with th_|s subsection is fefcted, if the division _promptly\otlfles

(5) In any proceeding under this chaptbe burden of prov the registrant by telephone or tt_alegram_of the issuance of the ord_er
ing an exemi;tFi)on or an egxception from a geﬁnitioup’sn thepper If the registrant proves compliance wlth the requirements of this
sonclaiming it. subsectioras to notice and pos_t-fe_n‘:tlve amendment, the stop

. . order shall be vacated. The division may by rule or otherwise

(6) With respect to an exemption unde§1.220r 551.23 \\aive any of the conditions specified in pé). If the federal reg
thatis perfected if a noticer other information is filed with the jrationstatement becomesfettive before all the conditions in
division and the division does not disallow the exemptidihin ;s o\ psection are satisfied and theg not waived, the registra
aspecified period after the filing, the division meythin 10 days o statement automatically becomefeefive as soon as all the

afterthe filing date of the noticer other information, require that ., jitionsare satisfied. If the registrant advises the division of the
additionalinformation reasonably relat¢ol the ofering be filed. iﬁ

ey ; " : ; . date when the federal registration statement is exptrbetome
If the division requires additional information, the date by whic . S ; .
the division mayqdisallow the exemption is 10 dafter the )cfiate ective,the division shall promptly advise the registrant by-tele

of filing that information phoneor telegram, at the registraéxpense, whether all the eon
History: 1971 c. 841975 c. 57199, 1981 c. 531985 a. 381987 a. 3811995 ditions are satisfied and whether the division then contemplates
a. 27 356 theinstitution of a proceeding unders51.28 butthis advice by
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thedivisiondoes not preclude the institution of such a proceeding (6) In the case of a nonissuer distribution, information may not

atany time. berequired under £51.26 (2)or551.27 (12)unless it is known
History: 1981 c. 53.43; 1983 a. 2161995 a. 271997 a. 316 to the person filing the registration statement or to the persons on
Cross Refeence: See also cDFI-Sec 3Wis. adm. code. whosebehalf the distribution is to be made, or can be furnished by

551.26 Registration by qualification. (1) Any security themwnhout.u.nreasonablefeft or e>_<pense. . .
may be registered by qualification. (8) The divisionmayby rule require that securities of desig
(2) A registration statement under this section shall conta{?rfi‘te‘jClas.s.eS shale |ss_u~_eq under a trust indenture containing
the information specified in $51.27 (2) shall be accompanied SUChProvisions as the division determines. N
by the consent to service of process required B$%.65 (1) and (9) Thedivision may by rule or ordeequire as a condition of
shall contain such further information and be accompabigd registrationthat any security registered be sold only on a specified
such further documents as the division by rule or otherwigerm of subscription or sale contract, and that a signed or con
requires. For this purpose the division may classify issuers afiermed copy of each contract be filed with the division or pre
typesof securities. servedfor any period up to 3 years.

(3) Registrationunder this section becomedeetive when (10) Thedivision may by rule or order impose other cendi
thedivision so orders. If a registration statement has been on fittns under which a security registered dpyalification or coor
for at least 30 days aradl information required by the division hasdinationmay be sold, ithese conditions are reasonable and in the
been furnished, the person filing the statement may at any time ﬁﬂfblic interest.
awritten request that the division take action within 10 days fol (11) A registration statement isfettive for one year from its

Iqwmglihe filing ofsuch.rﬁ_quehst. If a rgquhest IS f.'|8d’ ‘f’md tt)he d'Véffectivedate unless extended by rule or order of the division. All
z;?:ctt?v (S;t ?r? eagrt]'g':);'\{ﬁ elrié_gaperlo - (tj e registration eCOm&'fltstanding;ecurities of the same class as a registered security are
L Y period. . . consideredo be registered for the purpose of any transaction by
(4) Thedivision may by rule or ordeequire as a condition of o 5y pehalf of a personot the issuer and not in control of the

registrationunder this sectiothat a prospectus containing anyeqeror controlled by the issuer or under common conith
designated part of thieformation contained in the registrationy issuer so long as theegistration statement isfettive, unless

;Laéif?reigbr:]glc?g t\:\g;Qrg tc))? csgrrl](t:ggrglr:/ﬁht(t)hzaficrgtpvirrﬁt% r;]tgbmr/ho herwiseprescribed by orderA registration statement may not
madeto the person, otherwise than by mears plblic advertise be withdrawn after its ééc_tlve date ifany of the securities regis
edhave been sold in this state, unless permitted by rule or order

ment, by or for the account of the issuer or any other person o : X . .
whose behalf the dering is made, or by any underwriter or® the division. No registration statement igeefive during the
' time a stop order is in ffct under s551.28

broker—dealewho is ofering part of an unsold allotment or sub
scriptiontaken by him or her as a participant in the distribution; (12) During the efective period ofa registration statement,

or the confirmation of any sale made by or for the accouangf thedivisionmay by rule or order require the person who filed the
person;or the payment pursuant to any sale; or the delivery of ttegistrationstatement to file reports, not more often than quar

securitypursuant to any sale; whichever first occurs. terly, to keep reasonably current the information contained in the
History: 1981 c. 531995 a. 27 registrationstatement and to disclose the progress obffieeing.
Cross Refeence: See also CtDFI-Sec 3 Wis. adm. code. If any of thesecurities registered have been sold in the state, the

division may byrule or order extend the period for filing the

tion statement may be filed by the issuany other person on reportsfor an additional period not exceeding 2 years fthm
whosebehalf the dering is to bemade or a licensed broker_datethe registratiolecame ééctive or the date of its last amend

dealerbut the division may in specific cases require that it be exgentor extensmn: o .
cutedby the issuer ~ (13) (a) Securities issued or guaranteed by an insurer autho
(2) Every registration statement shall specify: “ZGP' by the commissioner of Insuranas, by a person Whose.
(a) The amount of securities to bdared in this state, ihe pusmess:onsnsts_pnnmpally of owning or cont_rolllng the seeuri
issueris not subject to §51.52 (1) (b) ties of any such insuremay not be registereglithout the prior
) . . . .. approvalof the commissioner of insurance. Issuance of ga-or
_(b) The states which a registration statement or applicatio; ation permit under %11.13 613.130r614.13constitutes such
in connection with the @rlng has been or is to be f'le_d' and approvalfor the securities described in the permit, and alse pre
(c) Any adverse ordejudgment or decree entered in corne|ydesapplication of s551.28 (1) (d)
tion with the ofering by the regulatory authorities in any state or . o . e
by any court or the securities and exchange commission, or a b) No issuer which is being ganizedin this state or else

withdrawal of a reaistration ment or lication relatin eresolely or partlyfor the purpose of ganiz_ingaco_rpora_\tion_
théc?ﬁgrinag.o a registration statement or application relat gt\lgynderch.GlJ, 6130r614 may register or sell its securities in this

) . stateunless it obtains an ganization permit under €11.13
(8) Any document filed under this chapter opeedecessor §%3.130r614.13 No security may be registeredsmid in this

551.27 General registration provisions. (1) A registra

law within 5 years preceding the filing of a registration stateme \teif thereis any representation that an insurer will ized

tmhgﬁgfeﬁct%ﬁ%aete&%r;egﬁﬁg %i:?etr]r}ﬁ,rggéitrr:ttéon statemenor purchased in this state withe proceeds of the sale, unless the
(4) Thedivision may by ruler otherwise permit the omissiongfzelrgbtams an ganization permit under 611.13 613.13or

of any itemof information or document from any registration . . . e
statement. (14) A registration statement relating to securities issued by

f any class of financial institutions, which the division by rule deter

registration,and at the expense of the applicant or registrant, tHBYNesS, may be amended aft_e_r iteefive date so as to increase the
a report by an accountant, engineappraiser or other profes SPecified amount of securities proposed to béemd. The
sionalperson be filed. The division may also designate one of f@€ndmenbecomes ééctive when the division so orders.
division’s employees to make an examinatioritaf business and ~ (15) No warrant or right to purchase or subscribe to another
recordsof an issuer of securities for which a registration statemesgtcurityand no security convertible into another security siwll
hasbeen filed by qualification or coordination,the expense of registerecunless it appears to the division that both the warrant or
the applicant or registrant. right or convertible security and the securities deliverabléhen

(5) Thedivision may by rule or ordeequire as a condition o
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exerciseof the warrant oright or conversion privilege comply the person on whose behalf the securities are to be or have been

with this chapter offered.
BHésFolr%/é) (1971 ¢ 84260 1979 c. 1021981 c. 53510,43 1983 2. 27216 1987 (6) Thedivision may vacate or modify a stop orifehe divi
* Cr})ss Reéénze: See also ciDFI-Sec 3Wis. adm. code. sion finds that the conditions which prompted its entry have

Blue sky law: Isthere merit in the merit requirements? Goodkind, 1976 WLR 7&hangedor that it is otherwise in the public interest to do so.

History: 1971 c. 841977 c. 1441981 c. 53s.11, 43, 1983a. 27 1993 a. 197

. . . . 1995a. 27 356,
551.28 Denial, suspension and revocation of registra - Cross Refeence: See also clDFI-Sec 3 Wis. adm. code.

tions. (1) The division may issue a stop order denefiective- Adverseconsequences of blue sky regulation of publierafg expenses. Mofsky
nessto, or suspending or revoking thdesdtiveness of, any regis 1972WLR 1010.
tration statement if the division finds that the order is in the public
interestand that: 551.29 Federal covered securities. (1) With respect to a
(a) The registration statement as of itkeefive date or as of federalcovered secyyity that is a covered s.e(.:u.rity under section 18
any earlier date in the case of an order denyifegtfeness, or () (2) of the Securities Act of 1933, the division miay ruleor
anyamendment filed under 551.27 (14)s of its dictive date, order,require the filing of any of the following:
or any reportunder s551.27 (12)is incomplete in any material (&) Not later than the initial &r of the federal covered security
respechbr contains any statement which was, in the light of the cin this state, a copy of eadocument that is part of its registration
cumstancesinder which it was made, false or misleading witetatementfiled with the federal securities and exchange commis
respecto any material fact; sionunder the Securities Act of 1933, which matythe option of
(b) Any provision of this chapter or any ruteder or condition theissuer be accompanied by a form containing ithfermation
lawfully imposed under this chapter has been willfully violategpecifiedby the division by rule. If &ling is required under this
in connection with the ééring, by the person filing the registra Paragraphthe filing shall be accompanied by a consent to service
tion statement; the issyeany partnerofficer or director ofthe Of process signed by the issuer andaice filing fee under s.
issuer,any person occupying a similar status or performing-sinft21.52(1) (2) Any notice filing required under this paragraph is
lar functions, or any person directly or indirectly controlling oeffectiveupon receipt by the division of the documents and fees
controlledby the issuerbutonly if the person filing the registra equiredunder this paragraph, or upon thieetiveness of the reg
tion statement is directly or indirectly controlled by the issuer; é¥trationstatement under the Securitiest of 1933, whichever is
any broker—dealer or other person involved directly or indirectll@ter-
in the ofering; (b) After the initial ofer of afederal covered security in this
(c) The securities are theubject of an administrative stopState.a copy of each document that is part of an amendment to its
orderor similar order or a permanent or temporary injunction éggistration statement filed with the federal securities and
any court of competent jurisdiction entered under any other féxchangecommission under the Securities A¢t1933, concur
eralor state acapplicable to the €ring, but the division may not rentwith the federal filing, which mat the option of the issyer
institutea proceeding against arfesftive registration statement0€accompanied by a form containing the information spedifjed
underthis paragraph more than one year ftbendate of the order thedivision by rule. If a filing is required under this paragraph and
or injunction relied on, and the division may not enter an ord&}e amendment relates either to a name change of the, issaer
underthis paragraph on the basis of an order or injunction entefétngein the designation of the federal covered sequfisfiling
under any other state act unless that order or injunatisibased Shallbe accompanied by a fee in the amount prescribed by the rule
on facts which would currently constitute a ground for a stop ord@f order requiring the filing. Unless the issuer requests a later
underthis section; effectivedate, an amendment filing required under this paragraph
(d) The issues enterprise or method of business includes 5t €fective upon receipt by the division of the documentsfees
would include activities which are illegal where performed; requiredunder Fhl's paragraph. )
(e) The issuance or saié the securities has worked or tended (€) For a unit investment trust olosed-end investment cem
to work a fraud upon purchasers or would so operate; panyto extend its déring beyond a one-year period, a notice of
. . . . extensiontogether with any filing fee prescribed by rule or order
(9) The applicant or registrant has faitedpay the proper fil .+ ine time prescribed by rule or order
ing fee; but the division may enter only a denial order under this L
paragraptand the division shall vacate any such order when _(1M) If the division promulgates rules under s(i). (c) for
deficiency has been corrected: unit investment trusts or closed-end investment companies, the
. . ' . division shall restate in those rules the statutory annual reporting
(h) Advertising prohibited by £51.53has been used 80+ 5 jfee requirements that aaplicable to an open—end manage
nectionwith the sale or déring of the securities; or ment company or a face amount certificatempany under s.
(2) The division may not institute a stop order proceedings1.52(1) (b) 2.
againstan efective registration statement on the basis of a fact or (2) With respect to a federal covered security thatievered

transaction known to thdivision when the registration statemengecurity under section 18 (b) (4) (D) of the Securiiesof 1933,
becameeffective unless the proceedingirstituted within 180 e givision may by rule or ordermrequire the issuer to file a notice
daysafter the dctive date. o consistingof a completed Forr® as prescribed by Rule 503 of

(3) In a proceeding for registration by qualification, the applRegulationD under the Securities Act of 1933, signed by the
cantor registrant has the burden of satisfying the requirementsg§uernot later than 15 days after the first sale of the federal cov
sub.(1). In aproceeding for registration by coordination, the-divieredsecurity in this state. "Any filing required under this subsec
sion has the burden of establishing the existence of one of #h shall be accompanied by a fee in the amount prescribed by the
causesnumerated in sull). rule or order requiring the filingThe filing shall be ééctive upon

(4) If the public interest and the protection of investors geceiptby the division of the filing and the fee.
require,the division mayby order summarily denypostpone,  (3) With respect to a federal covered security thatdewered
suspenar revoke the ééctlveness_o_fhe registration statement. securityunder section 18 (b) (3)r (4) of the Securities Act of
Upon the entry of the ordetthe division shall serve upon all1933,the division mayby rule or orderrequire the filing, for pur
namedparties a copy of the order and notify the parties of thgibseof providing notice to the division, of any document filed
right to request a hearing. with the federalecuritiesand exchange commission under the

(5) No stop ordemay be entered under this section, excef@ecuritiesAct of 1933, together with a fee prescribed in the rule
undersub.(4), unless $551.61 (1)is complied with and appropri or order The filing is efective upon receipt by the division of the
ateprior notice is given to the applicant or registrant, the ismuegr documentsand fee required under the rule or order
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(4) Tothe extent not prohibited by federal |afithe issuer of 3. The agent is not requireshder sub(7) to obtain a separate
afederal covered security does not pay a fee required under titisnseto represent that issuer
chaptemwith respect to that security and the nonpayment or under (b) Anagent may not at any time represent in this state more
paymentof that fee has not been remedied within 10 days gfanone broker—dealer or issuer and may simultaneously rep
receiptby the issuer of a written or electronically transmitted-notfesentboth a broker—dealer and an issutcept an agemhay
fication from thedivision, the federal covered security may not bgepresenany of the following:
offeredor sold in this state unless it is registeneder this chapter 1. Licensed broker—dealegs issuers of securities registered

or qualifies for an exemption from registration undesl.220r nqer this chapteor bothwho are dfliated by direct or indirect
551.23 commoncontrol.

(5) The division may issue an order suspendinersfand 2. More than one broker—dealer more than one issyesr

salesof a federal covered security this state, except a federalb{)th’if an application that complies with péz) is filed with the

coveredsecurity under section 18 (b) (1) of the Securities Act Qhyision and the division, in writing, permits the representation.

1933,if the order is in the public interest and the division has rea S - .
sonto believe that thereas been a failure to comply with thissec, (€) The division shall by rule specify the required contents and
n{%;m of an application filed under pdb) 2.

tion or a rule or order issued under this section. The division X ) .
issuean order suspendingfefs and sales of a federal covered (d) When an agent who is required to be licensed under sub.
securityin this state if the order is in the public interest and tHé) terminates employment with a broker—dealer or issureer
division has reason to believe that the security is betrigas been Minatesthose activities which make that individual an agent, or
offeredor sold in this state in violation of $51.41 transfers employment betweericensed broker—dealers, the
(6) Thedivision may by rule or ordemwaive any requirement agentthe broker—dealer or the issuer shall promptly file a notice

underthis sectioror under rules promulgated, or orders issuell! accordance with rules adopted by the division.

underthis section. (3) Unlessexempt from licensing under thssibsection, it is
History: 1997 a. 3161999 a. 32 unlawful for a person to transact business in this state as an-invest
CrossReference: See also sDFI-Sec 2.012.027 2.028 2.03 and2.04 Wis.  mentadviser unless licensed under this chapsean investment
adm. code. adviser. All of the following persons are exempt from licensing
underthis subsection:
SUBCHAPTERIII (@) A person whds licensed as a broker—dealer under this
chapter.
LICENSING AND NOTICE FILING PROCEDURES; (b) A person whosenly clients in this state are persons
BROKER-DEALERS, AGENTS, INVESTMENT ADVISERS describedinder s551.23 (8) (a}o (f).
AND INVESTMENT ADVISER REPRESENATIVES (c) A person who has no place of business instiaite and, dur

ing the preceding 12-month period, has not had more than 5 cli
551.31 Licensing and notice filing requirements. entswho are residentsf this state, exclusive of clients described

(1) Unlessexempt from licensinginder this subsection, it is Unders.551.23 (8) (ajo (). _ _ )
unlawful for any person tdransact business in this state as a (3m) Unlessexempt from licensing under this subsection,
broker—dealemunless licensed undehis chapter as a broker—is unlawful for a person to transact business in this state as an
dealer. Unless exemgdrom licensing under this subsection, it ignvestmentadviser representative for an investmerulviser
unlawful for any person to transact business in this state asuinesslicensed under this chapter as an investment adeipes
agentunless licensed under this chapter as an agenaf thik fol ~ sentative. All of the following persons are exempt from licensing
lowing persons are exempt from licensing under this subsectidrderthis subsection:

(a) A person who éécts transactions ithis state exclusively ~ (a) A person who is licensed as an agent under this chapter
for the account of or exclusively infefs tosell or sales to persons (b) A person whosenly clients in this state are persons
specifiedin s.551.23 (8) (a}o (f). describedunder s551.23 (8) (a}o (f).

(b) A person who gives a group presentation relating to an(c) A person who has no place of business instiaie and, dur
issueror the securities of an issuer at a meeting or seminar spipry the preceding 12—month period, has not had more than 5 cli
soredby a broker—dealdicensed under this chaptérthe person entswho are residentsf this state, exclusive of clients described
makesno solicitations, ders or sales of the issugisecurities on unders.551.23 (8) (ajo (f).
anindividual basis with any person in this state and if the person 4) (a) It is unlawful for any investmenadviser who is
doesnot in any other way transact business in this state as an ag@gliredto be licensed under this chapter to employ an investment

(c) A person who represents a broker—dealerfecthgtrans adviserrepresentativéo represent the investment adviser in this
actions,if the person meets thiequirements under section 15 (hktate, unless theinvestment adviser representative either is
(2) of the Securities Exchange Act of 1934 and the pessmms  licensedfor that investment adviser in this state or is a person
actionsin this stateare limited to those transactions described ilescribedunder sub(3m) (a) (b) or (c).
section 15 (h) (3) of the Securities Exchange Act of 1934. (b) It is unlawful for any person having a place of business

(d) An agentwho is acting exclusively as an agent representiggatedin this state who is employed or supervisetbys assoei
anissuer of securities and who makefeisf and sales of the issu ated with, a federal covered advisdp act as an investment
er'ssecurities in transactions that are exempt undes1s23(8)  adviserrepresentative in this state, unléss investment adviser
(g) or under a rule of the division promulgated undéb4.23 (18) representativeeither is licensed in this state or is a person
thatspecifically exempts transactions involving accreditegs  describedunder sub(3m) (a) (b) or (c).
torsand that isbased on a model accredited investor exemption (c) 1. When an investment adviser representative licensed in
adoptedby the North America®ecurities Administrators Asseci this state employed by an investment adviser wshequired to
ation. belicensed under this chapter terminates his or her employment,

(2) (a) Itis unlawful for any broker—dealer or issuer to emploshe investmentdviser shall promptly file a notice with the divi
anagent to represent it in this state unless at least one of the-follgisn in accordance with rules promulgated by the division.

ing conditions is met: 2. When an investment adviser representative licensiisin
1. The agenis licensed for that broker—dealer or issuer in thistateemployed by a federal covered adviser terminates Hisror
state. employment, the investment adviser representatiwhall
2. The agent is exempted from the licensing requiremeptomptly file a notice with the division in accordance with rules
undersub.(1). promulgatedoy the division.
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(4m) It is unlawful for anyfederal covered adviser to transact 2. The division may not disclose any information received
investmentadvisorybusiness in this state unless one of the fellowundersubd.1. to any person except as follows:

ing conditions is met: a. The division may disclose information under subdo the
(a) The federal covered adviseronly clientswho are resi department of revenue for the sole purpose of requesting certifica
dentsof this state are described undess1.23 (8) (ajo (f). tionsunder s73.0301

(b) The federal covered adviser has no place of business in thisb. The division may disclose informatiemder subdl. a.to
state,and, during the preceding 12—-month period, the adviser he department of workforce development in accordance avith
not had more than 5 clients who are residents of this state - exechemorandunof understanding under 49.857

sive of clients described under%51.23 (8) (ajo (f). (bs) 1. If an applicant for the issuance or renewal of a license
(c) The federal covered adviser has compligti the notice underthis section isn individual who does not have a social secu
filing provisions under $551.32 (1m) rity numberthe applicant, as a condition of applying for or apply

(5) A bank, savings institution or trust company not licensddg to renew the license, shall submit a statement made er sub
asa broker—dealer may execute orders for the puraresale of Sscribedunder oath or &ifmation to the division that the applicant
securitiesas agent for the purchaser or seller thereof in accordagegsnot have a social security numbéie form of the statement

with rules adopted by the division. shallbe prescribed by the department of workfategelopment.
(6) It is unlawful for any licensed broker—deal@gent or 2. Any license issued or renewéd reliance upon a false

investmentadviser or any person directly or indirectipntrolling statemensubmitted by an applicant under subdis invalid.

alicensed broker—dealer or investment adyisetransacbusk (c) Licensing under this subchapter ifeefive 30 days after

nessin this statef the licensee is in violation of this chapterany anapplication is filed, other than for an application for license as
rule under this chapteor any order under this chapter of whichanagent for an issuer of securities exempted unddiis23 (10)
thelicensee or person has notice, or if the informationtained  or (19) in which case licensing isfettive 10 business days after
in the licenses’ or persors application for license, as of the datehe application is filed or such earlier time as the division permits,
of such transactions, is incomplete in any mategapect or is except:
falseor misleading with respect to any material fact. 1. Licensing is not ééctive if an order is in &ct, or a pre
(7) An agent may make fefrs and sales of securities for moreeeding is pending, under551.34
thanone issuer that is a limited partnership or for more than one 5 ¢ ihe givision makes a written request for additional infor
issuerthat is an investment company without obtaining a separgigionrelevant to the application within 30 days after the applica
licensefor each limited partnership or investment company feprgsn, is filed, the licensing is not fective until 30 days after the
sentedby the agent if all of the following conditions atisfied: jntormation is filed in response to that written request or in
(a) The limited partnerships have the sageeeral partneor  responséo any subsequent written request for informatiotthiay
theinvestment companies have the same investment adviser division within 30 days aftem response to a written request is
(b) An application to amend thegents license to name eachfiled,;
additional limited partnership or investment company tae 3. If an amendment to a pending application is filed, licensing
agent'semployer is filed with and approved by the division beforg efiective 30 days after the amendment is filed; and

the agent makes anyfefs or sales in this state on behalf of the 4. The division may by rule or order specify an earliézcef
additionallimited partnership or investment company tive d'ate.

History: 1971 c. 841977 c. 1441981 c.53 1983 a. 2161987 a. 3811991 a. .
1451995 a. 27356, 1997 a. 3162001 a. 44 (Am) (a) If required under $51.31 (4m,)a federal covered

:ﬁoI%tor_sof subs. (1) andt(S) etredsubject to sltrti_ct |ia?ilm¥)h??t))c_onds_titutes téa"é advisershall file with thedivision a notice filing together with the

actingbusiness as an investment aavisor in violation of sub. IS discussed. Gar H 1 1 H

v. Elite Advisory Services, Inc793 F Supp. 79§1992). fé@prescribed undes.551.52 (2) The notice filing shall consist
either of a notice filing form prescribed by the division by rule or

a copy of those documents that have been filed with the federal

A broker—-dealeragent, investment adviser investment adviser securitiesand exchange commission as the division, by rule or
representativenay obtain an initial or renewal license filing ~ ©fder.may require.
with the division, or an ganization which the division by rule  (b) Aninitial notice filing is eflective upon receipt by the divi
designatesan application together with a consent to service &fon of the documents and fee required in. ga). A renewal
processunder s551.65 (1) noticefiling is effective upon the expiration under s¢8) (a)of

(b) An application under pag@) shall contain whatever infor the prior notice flllng, or upon receipt by the le!SIOﬂ of thecu
mationthe division byrule requires concerning the applicant’ Mentsand fee required under pea), whichever is later
form and place of @anization, proposed method of doing busi  (c) To the extent not prohibited by federal |afederal cov
nessand financial condition, the qualificatioasd business his eredadvisey for whom a nonpayment or underpayment of any
tory of the applicant, including, in the case of a broker-dealerrequiredfee to the division has not been remedied within 10 days
investmentadviser the qualifications and busindsistory of any of the receipt by the adviser of written notification from the-divi
partner officer, director or any person occupying a similar statusion of the nonpayment or underpayment, shall either become
or performing similar functions or any controlling person, anljcensedor qualify for an exclusion or exemption from licensure.
injunction or administrative order or conviction ofiisdemeanor Thewritten notification by the division under this paragraph may
involving securities and any conviction affelony and any other be transmitted electronically
matters which the division determines are relevatii¢applica (1s) Thedivision shall cooperate with other securities admin
tion. Thedivision may by rule or order require an applicant for agtratorsand regulatoryauthorities to simplify and coordinate
initial license to publish aannouncement of the application inlicenseapplication, notice filing and renewal procedures.
oneor more specified newspapers published in this state. (2) Beforeaction on an application the division may designate

(bm) 1. In addition to information required under.§ay and  an employee to makan examination of the books, records and
exceptas provided in pa(bs), an application under pge) shall  affairs of the applicant at the applican&xpense.
containthe following: o _ . (3) A licensed broker—dealer or investment adviser filay

a. In the case of an individual, the individisaocial security anapplication for licensingf a successpand a federal covered
number. advisermay file a notice filing for a successahether or not the

b. In the case of a person who is not an individual, the persosticcessois then in existence, for the unexpired portiorthef
federalemployer identification number year. There shall be no filing fee.

551.32 Licensing and notice filing procedure. (1) (a)
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(4) Thedivision may by rule prescribe standards of qualifica (b) Termination of a notice filing unders51.32 (1m)s efec-
tion with respect to training, experience and knowledge of thige uponreceipt by the division of written notification of termina
securitiesbusiness and provide for an examination, which may kien.
written or oral or both, to be takdsy any class of or all applicants History: 1981 c. 531983 a. 871995 a. 27415 1997 a. 191237, 1997 a. 316
andthe division may by order require an examination of a licensgtfi210°L 80 19992 932 ' i code
broker-dealeragent, investment adviser or investment adviser ' T ' '

representativéor due cause. _ N 551.33 Post-licensing provisions. (1) Every licensed

(5) Thedivision may by rule or orderestablish a minimum broker-dealeragentand investment adviser shall make and keep
netcapital requirement for licensed broker—dealers, subjebgto g|| accounts, correspondence, memoranda, papers, books and
limitations of section 15 of the Securities Exchange Act of 193kherrecords which the division prescribes by roterder sub
andmay establish a minimum net capital requirement for licenspgt to the limitations of section 15 of the Securities Exchange Act
investmentdvisers, subject to the limitations of section 222 of thg 1934 for broker—dealers and section 222 of the Investment
InvestmentAdvisers Act of 1940. Advisers Act of 1940 for investment advisersAll records

(6) The division may by rule or order require licensed requiredshall be preserved for the period prescribed by the divi
broker-dealerandinvestment advisers who have custody of agionby rule or order All required records shall, at the request of
discretionaryauthority over client funds or securities, to posthedivision, be made available at any time for examinatiothby
bondsin amounts as the division may prescriberlig or order division either in the principal éite of the licensee or by produc
subjectto the limitationof section 15 of the Securities Exchangéion of exact copies thereof in this state.
Act of 1934 for broker-dealers and section 22thefnvestment  (2) Everylicensed broker—dealer and investment adviser shall
AdvisersAct of 1940 for investment advisers, and may determifige such reports as the division prescribes by rule or csdbject
the conditions of the bonds. No bond may be required of afythe limitations of section 15 of the Securitiechange Act of
licenseewhose net capital exceeds the amqurascribed by rule 1934for broker-dealers and section 222t Investment Advis
or order of the division. Every bond required by rules premugrsAct of 1940 for investment advisers.
gatedunder this subsection shall provide for suit on the bond by (3) If the information contained in angpplication for a
any person who has a cause of actioders.551.59and, if the  jicenseor other document filed witthe division or an @aniza-
division by rule or order requires, by any person who has a cayg, gesignated under’551.32 (1) (aJs or becomes inaccurate or
of action not arising under this chaptdivery bond requiretly jncomplete in any material respect, the licensee filing the applica
rulespromulgated under this subsection shall provide thalito o, o1 document shall promptly file a correctiagnendment,
may be maintained to enforce drgpility on the bond unless the gy cepthat a federal covered adviser shall file a correcting amend
suitis brought within the time limitations of $51.59 (5) ~ mentwhen it is required to be filed with the securities and

(7) Thedivision may by rule or order impose other conditionsxchangecommission, unless notification tfe correction has
or limitations in connection with the issuanotlicenses under peengiven under s551.32 (9) (a)

this chapteras the division deems appropriate in the public interest (4) Thedivision shall make periodiexaminations, within or

or for the protection of investors. _ _ _ without this state, of the business and records of each licensed
(8) (a) Every license or notice filing undthis section expires proker-dealeand investment adviseat such timeand in such

on December 31 unless one of the following occurs: scopeas the division determines. The examinations may be made
1. The license or notice filing is renewed. without prior notice tothe broker—dealer or investment adviser

2. The license or notice filing is limited or extended for nothe expense reasonably attributableaoy such examination
morethan 6 months, and the licensee or notice filer pays a febgll be paidby the broker—dealer or investment adviser whose

adjustedproportionately by the division by rule or order businesss examined, but the expense so payable shatixueted
3. The division specifies a @#frent expiration date by rule or @namount which the division by rule prescribes. For the purpose
order. of avoiding unnecessary duplication of examinations, the divi

sion,insofar as it is practicable in administering this subsection,
gnay cooperatewith securities administrators of other states, the
gecuritiesand exchange commission, and any national securities
exchangeor national securities association registered utitker
SecuritiesExchangeAct of 1934. The division shall not make
gﬁblic the information obtained in the course of examinations,

ceptwhen thedivision’s duty under this chapter requires the
vision to take action regarding any broker—dealer or investment
%viseror to make thénformation available to one of thegami-

tionsspecified in this subsection, or except when called as a wit
nessin any criminal or civil proceeding.

(5) Thedivision may by rule prohibit unreasonable e,

(b) No license or notice filing under this section ifeefive
afterits expiration. The expiration of a license or notice filing f
which a renewal application has not been filed constitutes
applicationfor withdrawal under sulf9).

(9) (& Withdrawal from the status o licensed broker—
dealer,agent, investment adviser or investment adviser repres
tative becomes ééctive 30 days after receipt by the division or b%”
anorganization designated by rule of the divisiomder sub(1)
(a) of an application to withdraw or within such shorter period
the division determines, unless a revocat@nsuspension pro
ceedingis pending when the application is filed opmceeding
to revoke or suspend or impose conditions upon the withdrawal _ \> T .
is instituted within 30 dayafter the application is filed. If a pro Profits, commissions or other compensation of broker-dealers
ceedingis pending oinstituted, withdrawal becomedettive at 2ndinvestment advisers. _
suchtime andupon such conditions as the division by order deter (6) The division may by rule establish standards for the con
mines. If no proceeding ipending or instituted and withdrawalduct of business by broker—dealers, agents, investment advisers
automatically becomes ééctive, the divisionmay institute a andclearing corporations as defined im88.102 (1) (e)
revocationor suspension proceeding for the grounds specified (7) No licensed broker—dealer shall be subject &88.05 (1)
unders.551.34 (1) (b)(g), (m) or (n) within one year after with (a) with respect to any debit balance in a customer account if the
drawal became ééctive andenter a revocation or suspensiordebitbalance is payable on demand and the oollateral for the
orderas of the last date on which the license wasfecef balances securities.
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(8) With respect to investmeadvisers, the division malgy financial responsibility to carry out the obligations incident to the
rule or ordey require that certain information be furnished or digperson’soperations;

seminatedas necessary or appropriate in the public interest or for () |s not qualified on the basis of such factors as training; expe
the protection of investorand advisory clients. If the division rienceand knowledge of the securities business;

promulgatesules or issues orders under this subsection requiring(j) Has failed reasonably to supervise agentidhe case of
thatinformation be furnishedr disseminated, the division may ,, i estmentdviser employees, to assure their compliance with
in its discretion, permit investment advisers to satisfy requ'r@nis chapterbut no person may be deemed to have failed in such
mentsof these rules or orders in whole or in part by fumishing cli, o isionif there have been established written procedures, and
ents or prospective clients information that would satisfy thgsystem for applyinguch procedures, which would reasonably

requirement®f the Investment Advisers Act of 1940. . :
History: 1971 c. 841975 c. 107199, 1977 c. 1441981 c. 531983 a. 18%.329 be expected to prevent and detect, insofar as practicable, any

(24), 1985 a. 235,119 1995 a. 271997 a. 207316 violationsof statutes, rules or orders and if the person has reason
CrossReference: See also ctDFI-Sec 4and ssDFI-Sec 5.035.035and5.05  ably dischaged the duties incumbent upon {ierson by reason
Wis. adm. code. of such procedures and system;

. . . . (k) Has failed to pay the proper filing fee, but the divisiball
(515)1‘%?6 dE/?Sr:IOarll, ni’gipg;%'? dne?réigivgﬁagggli?:gtli(ﬁignn%isbo s vacateany such order when the deficiency has been corrected;

ponethe efective date of, a license or suspend or revoke any (L) IS selling or hasold, or is dering or has déred for sale,
licenseor may censure the licensee, if the division finds that tl‘fg this state securities through any unlicensed agent or for any
orderis in the public interest and thtée applicant or licensee, or dealer.or issuer Wlth knowledge that the dealer or issuer has not
in the case of a broker—dealer or investment adwssmartney  compliedwith this chapter;

officer or director any person occupying a similar status or per (m) Has made any material misrepresentation to or withheld
forming similar functions, or any person directly or indirectlyor concealed angnaterial fact from the division, or has refused to
controllingthe broker—dealer or investment adviser: furnishinformation reasonably requested by the division; or

(a) Has filed an application for license which as of ifeaive (n) Has not complied with the conditions lomitations of a
date,or as of any date after filing in the caseanforder denying licenseissued under this chapter
effectivenesswas incomplete iany material respect or contained (1m) (a) The division shall deny an application ftive
any statement which was, in light of the circumstances undesuanceor renewal of a license if any of the following applies:
which it was made, false or misleading with respect to any-mate | 1pe applicant fails to provide any information required
rial fact;, _ _ _ _ unders.551.32 (1) (bm) 1.

(b) Has willfully violated or willfully failed tocomply with any 2. The department of revenue certifies und&i3s0301that
provisionof this chapter or a predecessor law or the Securities AGL applicant is liable for delinquent taxes. An applicant whose
of 1933, the Securities Exchange Act of 1934, the Investmepfy|icationfor the issuance or renewal of a license is denied under
AdvisersAct of 1940, the Investment Company At1940, or g syhdivision for delinquent taxes is entitled to a notice under
any rule under any of sych statutes or any order therewfderg 753 5301 (2) (b) 1. tand hearing under 3.0301 (5) (aput is
which he or she has notice; not entitled to any other notice, hearing or review under this sub

(c) Subject to ss111.321111.322and111.335 has been cen  chapter.
victed, within the pastL0 years, of any misdemeanor involving a 3 e gppiicant is an individuatho fails to complyafter
securityor any aspect of the securlt_les bl_Js_lness, or any felonyappropriatenotice, with a subpoena or warraesued by the

(d) Is permanently or temporarily enjoined by any court gfepartmenbf workforce development or a county child support
competenfurisdiction from engagingn or continuing any con  agencyunder s59.53 (5)and related to paternity or child support
ductor practice involving any aspect of the securities busmesﬁkoceedingsnr who is delinquent in making court-ordered pay

(e) Is the subject of an order of the division denying an appliocmentsof child or family support, maintenance, birth expenses,
tion or suspending or revoking a license as a broker—deglent medical expenses or other expenses related to the support of a
or investment adviser; child or former spouse, as provided in a memorandum of under

(f) Is the subject of an order entered within the paatars by standingentered into under $19.857 An applicant whose
the securities administrator of any other statéythe securities applicationis denied under this subdivision for delinquent-pay
and exchange commission denying, suspending or revoking tmentsis entitled to a notice and hearing undet%857but is not
person’sregistration or license as a broker—deadgent, invest entitledto any other notice or hearing under this section.
mentadviser or federal covered adviser is the subject of an  (b) Unlesss.551.32 (1) (bs) lapplies to the licensee, the divi
orderof the securities and exchang@mmission or of a securities sion shall restrict or suspend a license underghischapter if the
exchangeor associatiomegistered under the Securities Exchand&enseeis an individual who fails to provide his or her social secu
Act of 1934 suspending or expelling such perfsom a securities rity number The division shall restrict or suspeaticense under
exchangeor association or forbidding the association bli@ion  this subchapter if the licensee is an individual who failsamply
of the person with a broker—dealer or investment adwsés the after appropriate notice, with a subpoena or warissied by the
subject of a U.S. postal service fraud ordEne division may not departmenbf workforce development or a county child support
institute a revocation or suspension proceeding undermpédnia  agencyunder s59.53 (5)and related to paternity or child support
graphmore than one year from the date of the order relied on, i@dceedingor who is delinquent in making court-ordered pay
the division may not enter an order under this paragrapth@n mentsof child or family support, maintenance, birth expenses,
basisof an order under another state law or fedesalunless the medical expenses or other expenses related to the support of a
order was based on facts which would currently constitute ghild or former spouse, as provided in a memorandum of under
groundfor an order under this section; standing entered intonders.49.857 A licensee whose license

(g) Has engaged in dishonest or unethical praciice secu is restricted or suspended under this paragraph is entitlad to
rities or investment advisory business or teleen unfair advan noticeand hearing under 49.857but is not entitledo any other
tageof a customer; noticeor hearing under this section.

(h) Is insolvent, in the sense that liabilities excasskts or that  (c) The divisionshall revoke a license if the department of rev
the person cannot meet obligations as they mature, or is in sectuecertifies under 23.0301that the licensee is liable for delin
financial condition that theperson cannot continue in businesguenttaxes. A licensee whose license is revoked under this para
with safety to customers, or the person does not hafieienf graphfor delinquent taxes isntitled to a notice undqﬂS.OBOl
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(2) (b) 1. b.and hearing under 83.0301 (5) (aput is not entitled 551.42 Market manipulation. It is unlawful for any person,
to any other notice, hearing or review under this subchapter directly or indirectly in this state:

(2) Theenumeration of the causes stated in §ljshall not (1) To effect any transaction in a security which involves
be exclusive and the division may deny an application or suspesttangein the beneficial ownership thereof, to enter any order
or revoke any license or censure any licensee for cause or ordersfor the purchase or sale of any security with the knowl
whethersimilar to or diferent from these causes when necessaeglgethat an order or orders of substantially the same size,-at sub
or appropriate in the public interest or for the protection of investantiallythe same time, and at substantially the same price, for the
tors. saleor purchase of the secutityave been or will be entered by

(3) Thedivision may nofnstitute a suspension or revocatiorfor the same or &fiated persons, for the purpose of creating a
proceedingon the basis of a fact or transaction known to the diglseor misleading appearance of active trading in the security or
sionwhenthe license was issued unless the proceeding is ingtfalse or misleading appearance with respect to the market for the
tutedwithin 180 days following issuance of the license. security; . .

(4) If the public interest or the protection of investors so_(2) Toeffect, alone or with one or more other persons, a series
requiresthe division may by order summarily deny or suspend?4 transactions in any security creating actahpparent active
licenseor postpone the fefctive date of a license. Upon the entryr@dingin the security or raising or depressing the price of the
of the orderthe division shall serve upon all named parties a COE curity,for the purpose adihducing the purchase or sale of the
of the order and notify the parties of their right to request a hearifgcurityby others; or _ _

(5) If the division finds that any licensee or applicant is ne lon (3) To induce the purchase or sale of aegurityby the cir
gerin existence or has ceased to do business as a broker:-d tionor dissemination of information to thefesft that the price
agentjinvestment adviser or investment adviser representative Ctn€ security will or is likely to rise or fall becauserérket
is subject to an adjudication of mental incompetence or to the cGR€rationsof any oneor more persons conducted for the purpose
trol of a committee, conservator or guardian, or cannot be locafd@iSing or depressing the price of the secifitye or she is sel

after reasonable search, the division may on order issued sfpd Or offering to sell or purchasing orfefing to purchase the
marily revoke the license or deny the application. securityor is receiving a consideration, directly or indiredilgm

(7) No order may be entered under this section except un@éai/jg;h l%eggscogé 43
sub.(4) or (5) without appropriate prior notice to the applicant or ’ T
licenseeas well as the employer or prospective employer if thgs1 43 Broker-dealer activities. It is unlawful for a
applicantor licensee is an agent. dases of denial orders writtenpoker—dealeto efect in thisstate any transaction in, or to induce
findings of fact and conclusions of law arequired only if the purchase or sale of, any security by means of any manipula

reﬂuteSte?;};lthegflgggca?ztélu 1081 0. 536 101021 43 1981 o 334, Ve deceptive or other fraudulent device or contrivance, iRclud
Istory: C. o4 C. 1 C. S. 021, 3 C. . H A 5 el ;
25(1), 1083 a. 216s.11 18 1995 a. 27415 1997 a 101237 316 19994, 9 Ing any fictitious quotation. The division may hyle define the
Cross Refeence: See also sDFI-Sec 4.06nd5.06 Wis. adm. code. terms“manipulative, deceptive or other frauduleletice or con
trivance”.
History: 1995 a. 27
SUBCHAPTERIV Cross Refeence: See also s©FI-Sec 4.05nd6.04 Wis. adm. code.

551.44 Advisory activities. It is unlawful for any person
FRAUDULENT PRACTICES who receives any consideration from another person primarily for
advisingthe other person as to the value of securities or their pur
551.41 Sales and purchases. Itis unlawful for any person, chase or sale, whether through the issuance of analyses or reports
in connection with theffer, sale or purchase of any security in thi®r otherwise, in this state, to employ any device, scheme or artifice
state directly or indirectly: to defraud the other person;amgage in any act, practice or course
(1) To employ any device, scheme or artifice to defraud; ©Of business whicloperates or would operate as a fraud or deceit
ponthe other person. The division may adaé¢s defining the
rpsused in this section.
Rtory: 1981 c. 531995 a. 271997 a. 316

(2) To make anyuntrue statement of a material fact or to om
to state a material fact necessary in order to make the stateme
made,in the light ofthe circumstances under which they are made,
not misleading; or

(3) Toengagen any act, practice or course of business which SUBCHAPTERV
operateor would operate as a fraud or deceit upon any person.
ad?nr.%%sdlz‘eference: See also cHDFI-Sec 6and ssDFI-Sec 4.05and5.05 Wis. GENERAL PROVISIONS
Intentto defraud is not aecessary element under sub. (2). Staieraby 108 Ws.
2d 521, 322 N.W2d 522(Ct. App. 1982). . . . -
Themeaning of “sale” is discussed. Statdfattes, 175 Ws. 2d 572499 N.w2d 551.51 Adm.lr.ns.tratlon' (1) This chapter shall be adminis
711(Ct. App. 1993). teredby the division.

Whethera representation is material under sub. (2) is determined based on the(2) It is unlawful for the division or any fEers or emp|0yees
objectivestandard of whether the omitted or misrepresented fact woul A . . x N
adifference to a reasonable invesatecision to invest. Statedohnson, 2002 w1 Of the division tause for personal benefit any information which

App 224,257 Wis. 2d 736652 N.W2d 642 01-1092 is filed with or obtained by the division or arganization desig
Lack of reliance is a@lefense to all claims based on a misrepresentation tHeey natedunder s551.32 (1) (apnd which isot generally available
applicationof s. 551.59 (1) (b) does not restrict the defense to claims under s. 55 ; P ; ; ; e
(2). Carney v Mantuano,204 Wis. 2d 527 554 N.W2d 854 (Ct. App. 1996), t8'the public. Nothing in this chapter authorizes the division or
95-2529 any officers or employees of the division to disclose any confiden
Section551.41 does not create a private right of action. Section 551.8en@ns  tial information except among themselves or to other securities

acivil remedy for a violation of s. 551.41 (2), and timeitation period in s. 551.59 ini it
(5) applies. Colonial Bank & Tust Co. vAmerican Bankshare478 F Supp. 186 administratorsor regulatory authorities or when necessary or

(1979). appropriatein a proceeding or investigation under tbigpter
Actionsunder ss.551.41 and 551.59 survive the death of the wronggioetinen ~ NO provision of thischapter either creates or derogates from any
tal Assurance Co..\American Bankshares Cod83 F Supp. 17§1980). privilege which exists at common law otherwise when doeu

Proofthat the defendant entered imweestment contracts with a purpose or intenlﬂggentaryor other evidence is sought undemiopoena directed to

to defraudinvestors is not required for a violation of sub. (3). The state need o L P
prove that the accusenlifully engaged in conduct that operates or would operat edivision or any dicers or employees of the division.

asa fraud or deceit upon a person. The natutkeoéct is dispositive, not the acsor History: 1971 c. 841977 c. 4181981 c. 531995 a. 27
stateof mind. \an Duyse visrael,486 F Supp. 138Z1980). Cross Refeence: See also DFI-Sec and dI-Sec 7 Wis. adm. code.
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551.52 Fees and expenses. (1) (a) There shabe afiling 551.53 Advertising. (1) It is unlawful for any person, in
fee of $750 for every registration statement filed undé&54.25 connectionwith the ofer, sale or purchase of any security in this
or551.26 and for every notice filing under$51.29 (1) (a) Ifa  state,to publish, circulate or use any advertising:

registrationstatement is denied or withdrawn before ttiective (a) That contains an untrue statemera afiaterial fact or omits
dateor a pre-dective stop order is entered undebS1.28 or a  to state a material fact necessary in order to make the statements
noticefiling is withdrawn, the filing fee shall be retained. made,in the light of the circumstances under which they were

(b) 1. An indefinite amount of securities shall be registered forade,not misleading; or
offer and sale in this state underegjistration statement relating (b) That has not been filed with the division not later than the
to redeemable securities issued by an open-feadagement dateof publication or circulation, except for advertising relating
companyor a face amount certificate compaag defined in the to a federacovered security or except as the division may ether
InvestmeniCompany Act of 1940, and the applicahtll pay the wise provide by rule or order
feeunder par(a). Theregistrant also shall, within 60 days after (2) The division may by rule or order prohibit the publication,

theend of each fiscal year during which its registration statemeijcylationor use of any advertising deemed false or misleading.
is effective and withir60 days after the registration is terminated, History: 1971 c. 841975 c. 571981 c. 531983 a. 2161995 a. 271997 a. 316

file a report on a form prescribed by rule of the division. The formCrossReference: See also sDFI-Sec 4.055.05and7.02 Wis. adm. code.
shallrequire the registrant to do one of the following:

a. Elect not to include the information under sdbdh.and 251.54 Misleading filings. It is unlawful forany person to
insteadpay a fee of $1,500. makeor cause to be made, in any document filed witldiision

or filed under s551.32 (1) (awith an oganization designated by
thedivision or in any proceeding under this chaey statement
a;hich is, at the time and in the light of the circumstances under
hich it is made, false or misleading in any material respeat or
onnectionwith such statement, to ontid state a material fact

b. Report the amount of securities sold to persotisis state
during the preceding fiscal year,df the registration is termi
nated,duringthe portion of the preceding fiscal year during whic
theregistration was &ctive, and pay a fee of 0.05% of the doIIaE

amountof the securities sold to persons in this state, buesst ocessaryn order to make the statements made, in the light of the

than $150 nor more than $1,500. circumstancesinder which they are made, not misleading.
2. An indefinite amount of securities is eligible fofesfand History: 1981 c. 531995 a. 27

sale in this state resulting from a notice filing und&54..29 (1)

(a) for the initial ofer of a federal covered security under sectiof51.55 Unlawful representations. Neither thefact that a

18 (b) (2) of the Securities Act of 1933, if the filing party has-notinoticefiling, registration statement an application for a license
fied the division of the issuisrfiscal yearand the filing party pays hasbeen filed nor the fact that a secuigyefectively registered
thefee undepar (a). The filing party shall also, within 90 daysor a person is licensed constitutes a finding by the divisiorathat
after the end of each fiscal year following the filing under slocumenffiled under thischapter is true, complete and not mis
551.29(1) (a) and within 90 days after sales in this state have téeading. Neither any such fact nor the fact that an exemption or
minated,file a report to allow the division to determine that thexceptionis available for a security or a transaction means that the
amountof the fee paid igorrect. The report shall be on a forndivision has passed in any way upon the merits or qualifications
prescribedoy rule of the division and shall require the filing partyf, or recommended or given approval to, any person, security or

to do one of the following: transaction. It is unlawful to make, or cause to be made, to any
a. Elect not to include the information under subd.and Prospective purchaser customer or client any representation
instead pay a fee of $1,500. inconsistentith the foregoing.

" L History: 1995 a. 271997 a. 316
b. Report the amount of securities sold to persotisis state story a2 a

duringthe preceding fiscal year,af sales have terminated, dur 551 5g
ing the portion of the preceding fiscal year during which sale,a,gay:
weremade, and pay a fee of 0.05% of the dollar amoultiief

rsnec():rlérltt&sicg(i tsoogersons in this state, but not ks $150 nor outthis state as are necessary to determine whether any person has
T _— . violated or is about to violate this chapter or any rule or order
(2) Everyapplicant for an initial or renewal license under \nderthis chapteror to aid in the enforcement thfis chapter or
551.32shall pay a filing fee of $200 in the case of a broker—deal@rine prescribing of rules and forms under this chapter;

or investment adviser and $30 in the case of an agent representin@)) Require or permit any personftie a statement in writing
abroker—dealer or issuer or an investment adviser representatj eroath or otherwise as the divisidetermines. as to all the

Everyfederal covered adviser this state that is required to makq ; : et .
Y=L L actsand circumstances concerning the matter biewestigated

n filing under $551.32 (Imhall n initial or ren I S . - o S
anotice filing under $551.32 (1mphall pay an initial or renewa (c) Publish information concerning any violation of this chap

noticefiling fee of $200. A broker—dealgnvestment advisgor . - >
federalcovered adviser maintaining a branckioef within this teror any rule or order under this chapter or concerning securities,
or practicesn the sale of securities, which appear or tend to be

stateshall pay an additional filing fee of $30 for edstanch fair, inequitable or fraudulent; and

office. When an application is denied, or an application or a notit . . )
filing is withdrawn, the filing fee shall be retained. (d) Hold hearings, upon reasonable notice, and issue orders on

(3) The expenses reasonably attributable to the examinatibl Pasis thereof, in respect of any matter arising out of the admin
of any matterarising under this chapter shall be deat to the Istrationof this chapter . N .
applicant, registrantor licensee involved, but the expenses so (2) Forthe purpose of any investigation, hearing or proceed

chargedshall not exceed such maximum amounts as the divisitg under this chaptethe division or any diter designated by the
by rule prescribes. division may administer oaths andfighations, subpoena wit

L . nesses, compel their attendance, take evidence and require the
(4) The division may by rule require the payment mie f
scribedfees for delinquent or materially deficient filings of infor productionof any books, papers, correspondence, memoranda,

mationor documents required under this chapter to be filed Wiﬁgreementsor other documenter records which the division

D A - emgrelevant or material to the inquiryFailure to obey a sub
the division or an aganization designated unde681.32 (1Y) )oenaor give evidence may be deglt wy;:th in accorda}rllce with

(5) All feesandexpenses collected under this section shall lggs 12

paidinto the state treasury 3) (@) No ; ; e
o s i person is excused from attending and testifying or
o7 1o Bip & S3RI977 C. 4181981 €53 1983 . 271987 . 3B 2 r9m producingany document or record before the division, or in

Cross Refeence: See also DFI-Sec 7.01Wis. adm. code. obedienceto the subpoena of the division or anyicefr desig

Investigations and subpoenas. (1) Thedivision

(a) Make such public or private investigatiomghin or with-
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natedby the division, or in any proceeding instituted by the-divi (b) A person whaffers or sells a security in violation of s.
sion,on the ground that the testimony or eviderezmpiired of the 551.41(2) is not liable under pafa) if the purchaser knew of the
personmay tend to incriminate him or her or subjiée person to untruestatement of a materiédct or omission of a statement of

a penalty or forfeiture; but nmdividual may be prosecuted ora material fact or the person sustains the burden of proof to estab
subjectedo any penalty or forfeiture for or on account of his dish that he or she did not know and in the exercise of reasonable
her testimony or evidence, after claiming his or her privilegearecould not have known of the untrue statement or omission.
againstself_incrimination, except that the individual teStIfyIng is (2) (a) Any person who purchasesmurity in violation of s.
notexempt from prosecution ampainishment for perjury or cen 551 41 (2)is liable to the person selling thecurity to him or her

temptcommitted in testifying. who may sue either at law @r equity to recover the security and
(b) Theimmunity provided under paa) is subject to the reasonablettorney fees, plus any income received byphe
restrictionsunder s972.085 chasetthereon, uportender of the consideration received, or for
History: 1975 c. 571981 c. 53s.27,43; 1989 a. 1221995 a. 27 damages and reasonable attorney fees if the purchaser no longer

. . . L ownsthe security Damages are the excess of the value of the
551.57 Injunctions. Whenever it appears the division that  securitywhen the purchaser disposed of it, plus interest at the legal
any person has engagedisabout to engage in any act or practicgateunder s138.04from the date of dispositionyer the consid
constitutinga violation of this chapter @ny rule or order hereun erationpaid for the securityTender requires only notice of will
der, the division may bring an action in themeof the state in the jngness to pay the amount specified in exchangthésecurity
circuit court of the appropriateounty to enjoin the acts or prac Any notice may be given by service as in civil actions or by-certi
ticesand to enforce compliance with this chapter or any rule g&d mail to the last-known address of the person liable.
orderhereunderor the division may refer the matterthe attor (b) A person who purchases a security in violatiba551.41

Be)(/)ggnerz)al e?rsm)?/vi?:s”tlﬁte igﬂ:?%’ac’f :Qﬁt 2pper?nggﬁfmcgfg%) is not liable under paf@) if the seller knew of the untrue state
P prop 9, Y9 v entof a material fact or omission of a statement of a material fact

?aﬁr?ﬁglgéﬁgﬁggﬂt%rr rﬂe]zt'ggfné'gg:r;dsﬁsgtsmg%a@pgggﬁ f:s(:g;\ls?cr)n or the person sustains the burden of proof to establish that he or
of any sales or purchasessaicurities determined to be ”“'an“ﬁgsgfnge\fnkg?m:ﬁ?}tlputehgtgi(eerf ésr]et 8{ Lerﬁiss()sri]gr? le care could not
under this chapter or any rule or order hereundi@e court may ) L - )
not require the division to post a bond. (3) Any person whawillfully participates in any act or trans
History: 1971 c. 841981 c. 53%.43 1995 a. 27 actionin violation of s551.42shall be liable to any other person

who purchases or sells any security at a price which ected
551.58 Criminal penalties. (1) Any person whawillfully by the act or transaction féhe damages sustained as a result of
violatesany provisiorof this chapter except$51.54 or any rule suchact or transaction. Damages shall be thferdince between
underthis chapteror any ordenf which the person has notice, oithe price at which the other person purchasesbti securities and
who violates s551.54knowing or having reasonable cause tthe market value which thsecurities would have had at the time
believethat the statement made was false or misleading in a@fyhis or her purchase or sale in the absence of the act or transac
materialrespect, is guilty of a Class H felonfach of theacts tion, plus interest at the legal rate under38.04and reasonable
specifiedshall constitute a separatdesfse and a prosecution orattorneyfees.
convictionfor any one of such tefinses shalhot bar prosecution  (4) Everyperson who directly or indirectigontrols a person
or conviction for any other &nse. liable under sub(1), (2) or (3), everypartner principal executive
(2) Thedivision may refer such evidence as is available confficer or director of such person, every person occupying a simi
cerningviolations of this chapter or of any rule or order under thigr status operforming similar functions, every employee of such
chapterto the attorney general or the district attorney of the appieersonwho materially aids in the act or transactmmstituting
priate county who may with or without any reference, institutethe violation, and every broker—dealer or agent who materially
the appropriate criminal proceedings under this chapt#fr aidsin the act or transactiotonstituting the violation, are also
referredto a districtattorney the district attorney shall, within 90 liable jointly and severally with and to the same extent as sueh per
days, file with the division a statement concerning any actioson,unless the person liabkeereunder proves that he or she did
takenor, if no action has been taken, the reasons therefor ~ notknow; and in the exercise of reasonable care couldhao¢
(3) Nothingin this chapter limits the powef the state to pun known, of the existencef the facts by reason of which the liability
ish any person for any conduct which constitutes a crime undelleged to exist. Theris contribution as in cases of contract
any other statute. amongthe several persons so liable.
?ri]st{)ryg 1383 c. 531t995 a. 271997 a.tZiSZOOﬁ_a. 1%9 i awiul (5) No action shall be maintained under this section unless
ot render the statite unconeiiutional. MusieBullivan 141 Fad 123501608 ommencedefore theexpiration of 3 years after the act or trans
actionconstituting the violation, but the time specified for eom
551.59 Civil liabilities. (1) (a) Any person who tdrs or Mencingsuch action shall be extendedrapson of any fact and
sellsa security in violation cEf ?55(1.)21 55y1.p31 551.410r551.55 for the time specified in s893.13and893.16t0 893.23
or any rule relating thereto, or any condition imposed under s.(6) (a) No purchaser may commence an action under this sec
551.260r551.270r any order under this chaptenatfich the per tion if, before suit is commencethe purchaser has received a
sonhas notices liable to the person purchasing the security fromiritten offer stating the respect in which liability under thés
him or her The person purchasing the security reag either at tion may have arisen and fairly advising the purchaser of his or her
law or in equity to recover the consideration paid for the securitights; offering to repurchase the security faaish payable on
togethemith interest at the legal rate undet38.04from the date delivery of the security equal to the consideration paid, together
of paymentand reasonable attorney fees, less the amount of avith interest at the legal rate unde 38.04from the date of pay
incomereceived on the securjtypon the tender of the secuyity ment,less the amount of any incomeceived thereon pif the
or for damages if the person no longer ownsstheurity Damages purchasemo longer ownghe securityoffering to pay the pur
arethe amount that would be recoverable upon a tendethlesschasemupon acceptance of the@fan amount in cash equal to the
valueof the security when the purchaser disposed of it and interdgtagesomputed in accordance with sih); and stating that
atthe legal rate under $38.04from thedate of disposition. éh- the ofer may be accepted by the purchaser at any time within a
dershall require only notice of willingness to exchangestsms  specifiedperiod of not less than 30 days after the datecgipt
rity for the amount specifiedAny notice may be given by servicethereofor such shorter period as the division may by rule pre
as in civil actions or by certified mail addressed to the last-knowaribe;and the purchaser has failed to accept sufeh iof writing
addresf the person liable. within the specified period.
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(b) No seller maycommence an action under this section if, (c) If the division has reason to believe that any unlicensed per
beforesuit is commenced, the seller has received a writfien ofsonis transacting or has transacted business in this state as an
statingtherespect in which liability under this section may havimvestmentdviser in violation of this chapter or any rule or order
arisenand fairly advising the seller of his or her right$enfg to  promulgatedunder this chaptethe division mayy order sum
return the security plus the amount of any income receivedarily prohibit such person from further engaging in such activity
thereonupon payment ahe consideration received, #ithe pur  in this state until licensed under this chapter
chasemo longer owns the securityffering to pay the seller upon  (3) If the public interest and the protection of investors so
acceptancef theoffer an amount in cash equal to the damagggquire,the division may by order summarily suspend all trading
computedn accordance with suf2); and providinghat the der  in this state by broker—-dealers and agents in any securignfor
may be accepted by the seller at any time within a spe@ieidd periodspecified. No broker—dealer or agent mayeet any trans
of not lessthan 30 days after the date of receipt thereof; and tg@tionin, or induce or attempt to induce the purchase or sale of,
sellerhas failed to accept thefef in writing within the specified any security inthis state in which trading is so suspended, except
period. in performance of a contract previously entered into. At any time

(c) Offers shall be in the form and contain the information thafterthe issuance of an order under this subsection, any interested
division by rule prescribes. Everyfef under this subsection shallpersonmay in writing request that the suspension of trading be
be delivered tathe oferee or sent by certified mail addressed tgacated. Upon the receipt of a written request, the matter shall be
the offeree at the dérees last—-known address. If arf@fis not noticedfor hearing and a hearirgipall be held in the manner pro
performedin accordance withts terms, suit by the fifree under videdin s.551.61 (2) After the hearing, the division may order
this section shall be permitted without regard to this subsectiotiie suspension to be continued until modified or vacated by fur

(7) No person who has made or engaged in the performarle@rorder upon a finding that trading fhe security will tend to
of any contract in violation of this chapter or any rule or ordd¥ork @ fraud upon the purchasers or sellers obewarrity Other
hereunderpr who has acquired any purported right under aifyiSe. the division shall vacate thaispension of trading and no
contractwith knowledge of the facts by reasorvdiich its mak ~ furtherordermay be entered under this subsection with respect to

ing or performance was in violation, may base any suit on the Célae same security in the absence of changed circumstances justify
tract. ing an order

(8) Any condition, stipulation or provision binding any person (4) Every corporation, partnership or association having its

acquiringany security to waive compliance with any provisién principal office in this state owhose securities have been regis
this chapter or any rule or order hereunder is void. teredunder this chaptesr predecessor laws shall, within 20 days

(9) Therights and remedies under this chapter are in additi_ Ef}ter receipt of written request from the division made in connec

to any other rights or remedies that may exist at law or in equi n with any investigation under $51.56 (1) furnish the divi
History: 1979 C. 32,33 1981 . 535201033, 43 1983 a. 2161995 2, 27 101 with a listof all or part of its security holders as the division

Cross Refeence: See also DFI-Sec 7.03Wis. adm. code. requestsshowing the amount of securities held by each security
Chapter551 is not the exclusive remedy for securities fraitidoes not preempt holderand the date of Issuance of such securities and information
commonlaw fraud remedies. Esser DistributingSteidl, 149 Ws. 2d 64 437 reasonablyrelated thereto, signed by the president, secretary or

N.W.2d 884 (1989). . . ..
Sub.(7) is operative only when an innocent party elects rescissiorestiition partnerof the issuer or a person occupying a similar status er per

andwaives a breach of contract remedriticare Systems, Inc. 8entek, Inc159 forming similar functions.

Wis. 2d 639465 N.W2d 216(Ct. App. 1990). (5) The division may take such actiasis authorized under
Lack of reliance is @efense to all claims based on a misrepresentation tHEwey USC 13a-2as amended.

applicationof sub. (1) (b) does not restrict the defense to claims under s. 551.41 (2)". - y
Carneyv. Mantuano204 Ws. 2d 527554 N.W2d 854(Ct. App. 1996)95-2529 1'%?01%’95127%7%5%‘1975 C. 57199 1977 c. 1441981 c. 535.34, 35,43, 1983

A civil action brought in isconsin under federal law is subject to the limitation
under sub. (5). Cahill.\Ernst & Ernst625 F 2d 151(1980). o . )

An arbitration clause in a securities brokerage contract was enforceable undefthd .605 Administrative assessments; investor educa -
federalarbitration act. Sub. (8) was in “actual conflict” with the act and was pre¢jon. (1) IMPOSING ADMINISTRATIVE ASSESSMENTWITH CERTAIN
empted. Kroog v Mait, 712 F 2d 1148 (1983). P - : PR

Section 551.59 (5) applies to actions arising out of sales of securities under E.RS' (a) The dIVI.SIC.)n or_any béer deSIanated by the dIVISIOn_
rules,rather than s. 893.19 (7) [now 893.93 (1) (b)]. Krameoewi & Co., Inc.357 Mayimpose an admm'Strat'VE_asses_sment in the amount prowded
F. Supp. 831973). in par (b) on any person who is subject to an order that is issued

Actionsunder ss.551.41 and 551.59 survive the death of the wrongdioetinen  ynders.551.24551.28551.34551.53551.600r551.63 (1)and
tal Assurance Co..\American Bankshares Cor83 F Supp. 175§1980). (2) in any of tﬁe follosvin cii:umst:;nceS' (Lr

The limitation period under sub. (5) begingta when the defrauded party is in y . X 9 . . .
possessionf essential facts that will, if diligently investigated, disclose the fraud. 1. Following a hearing unders51.61if the notice delivered

Gieringerv. Silverman539 F Supp. 49§1982). , to all interested parties includes notice of the divisianithority
suﬁ_%‘f;‘?a‘l‘)‘_’ejjef:}&yﬂi{ ’;gtsrgcgggg_afgé?fggg_or consequential damages Uil nose an administrative assessment under this subsection.
2. Pursuant to an order that is issueder any of the sections

551.60 Miscellaneous powers. (1) The division may by referredto in this paragraph and that is stipulated to by each person
rule or order require any issuer of securities registered subjectto the administrative assessment.
exemptedoy order of the division under this chapter or predeces (b) The amount of an administrative assessment imposed on
sorlaws to file with the division and distribute to its secunityd-  any person under this subsection may not exceed $5,000 for each
ersin this state at least annually specified financial or other-infasict or omission that constitutes the basis for issuingotider
mationconcerning the issuer underany of the sections referred to in péa), except that the

(2) (a) If the division has reason to believe that arfgropr amountof the administrative assessment may not exceed $50,000
saleof an unregistered security is, has beewauld be fraudulent for any person subject to the order
to offerees or purchasers, the division may by order summarily (c) The division shall include any administrative assessment
prohibit further ofers or sales of such security in this state untimposedunder this subsection in the order issued under any of the
it is registered under this chapter sectionsreferredto in par (a) in the manner described in pgx)

(b) If the division has reason to believe that any secisgity 1. or 2.
beingor has been @dred or sold in this state by any unlicensed (d) Upon the request of the division, the department of justice
personin violation of this chapter or any rute order hereunder may bring a civil action inthe circuit court for Dane County to
the division may by ordesummarily prohibit such person fromcompelpayment of any unpaid administrative assessment, unless
furtheroffers or sales decurities in this state until licensed undepaymentof the administrative assessment is stayed under s.
this chapter 227.54
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(e) Theadministrative assessment under this subsection is@insby the suspension or stay of the order or the delay or preven
additionto any other penaltyemedy or sanction under this chaption of the order fronbecoming déctive, and to such otherfe€t
ter. asthe court or judge directs, and no order or judgment in ary pro
(2) InvEsTOR EDUCATION.  All moneys collected from the ceedingor action shall bstayed on appeal therefrom unless a like
administrativeassessment under siib) shall be credited to the undertakings entered intdy the petitioner or plainfifn addition
appropriationunder s20.144 (1) (i) Subject to 20.144 (1) (i) to the undertaking under 808.07
the division shall use moneys credited to that appropriation to prl%g'sitgé% algiéfggé gu% Ct. Ordei67 Ws. 2d 585776 (1975)1977 c. 18%.
vide information to residents of this staabout investments in : :
securitiesto help investoraind potential investors evaluate theiggq g3 Rules, forms and orders. (1) The division may

investmentecisions, protect themselves from unf@equitable 416 amend andescind any rules, forms and orders that are nec
or fraudulent oferings, choose their broker—dealers, agents Qssanyio carry out this chaptencluding rules and forms govern
investmentadvisers more carefullpealert for false or mislead ing registration statements, notice filings, applicaticarsd

ing advertising or other harmful practices, and know their righFéports,and defining any terms, whether or not used in this-chap
asinvestors. ter, insofar as the definitions are not inconsistent with this chapter

History: 1987 a. 3811995 a. 27 or federal statutesr regulations. For the purpose of rules and
551.61 Hearings and judicial review . (1) No order other forms, the division may classify securities, persons and matters
thanan order issued summarily subject to $ah.may be entered within the divisions jurisdiction, and prescribe téfentrequire
by the division under §51.24551.28551.340r551.53 (2)with- mentsfor different classes. Rules shall be made and published in
out appropriate prior notice to all interested parties, opportunfggcordancevith ch.227.
for a hearing and, except as provideds551.34 (7) written find (2) Exceptas provided under §51.34 (1m) (bjand(c), no
ings of fact and conclusions of law rule, form ororder may be made, amended or rescinded unless the

(2) Within 30days after the division has issued an order-surlivision finds that theaction is necessary or appropriate in the
marily, an interested party may filenitten request with the divi public interest and for .th.e.protectlon of investors. In prescrlplng
sion for a hearing in respect @ny matters determined by thefules and forms the divisiomay cooperate with the securities
order,except a party may file a request fdrearing regarding an administratorsof other statesnd the securities and exchange
order issued under 551.60 (3)at any time. Whin 10 days after SOmmMissiorwith a view to achieving maximum uniformity in the
aninterested person files a written request with the division fof@M and content of registration statements, notice filings,
hearing the matter shall be noticed for hearing, and a hearing st@Plicationsand reports wherever practicable.
be held within 60 days after noticanless extended by the divi  (3) Subjectto section 15 of the Securities Exchange Act of
sion for good cause. During the pendency of dmaring 1934and section 222 of the Investment Advisers Act of 1940, the
requestedinder this subsection, the order issued summarily shdivision may by rule or order prescribe the form and content of
remainin effect unless vacated or modified by the division.  financial statements required under this chaptie circum

(3) After a hearing, the division may issue a final order adancesunder which consolidated financial statements shall be
appropriate. The final order may fifm, vacate or modify an order f!Ied, arjd whether any requ.lr.émlanual statements shall be certi
issuedsummarily in efect during the pendency of the hearasy fied by independent or certified public accountants. All financial
appropriatepr may include such other sanctions as are providéifitementsshall be prepared in accordance with generally
for under s551.24551.280r551.34 An order issued summarily acceptedaccounting practices unless otherwise permitted by rule
againsta party becomes a final order if the party fails to reque8f Order o _ _ _ o
ahearing under suig2) or if the party defaults after requesting a (4) No provision of this chapter imposing any liabilépplies
hearing. to any act done or omitted in good faith in conformity with any

(4) Hearingsand rehearings shall be public. rule, form or order of the division, notwithstanding that thie,

(5) Ordersof thedivision are subject to judicial review underform or order may later be amended or rescinded or be determined

ch. 227 but orders originally entered without a hearing may g be |nyaI|d for any reason.
reviewedonly if the party seeking review has requested a hearin@'rsgg;y,'?eﬁes,}cce} 5535631',51093%%'_287;09 997@'5,3;55”‘?%%3;3_158
within the time provided by suli2).

History: 1971 c. 841975 c. 57199 414 1981 c. 531995 a. 27 551.64 Administrative files and opinions. (1) A docu

Cross Refeence: See also cfDFI-Sec §Wis. adm. code. mentis filed when it is received by the division drauthorized
551.62 Stay of proceedings. (1) No permanent or tempo unders.551.$2_ (_1) (@)an oganlzatlon de5|gnate_d by the division.
rary injunction, stayrestraining order asther order shall issue in ~ (2) Thedivision shall keep a register of all licenses, ndilee
any proceeding under §51.560r 551.61suspending or staying ingsand registration statements which aréave ever beenfet-
any order of the division, exceptpon application to the circuit tive under this chapter and predecessor laws and all denial, sus
courtof the appropriate countgiotice of which shall be given to pensionand revocation orders whittave been entered under this
the division and other parties the proceeding, and except afteehapterand predecessor laws. The register shall be open for pub
opportunity for hearing thereon. No permanent or temporafi¢ inspection.
injunction, stay restraining order or other order shall issue in any (3) Theinformation contained in or filed with amggistration
other proceeding or action, in argourt, which shall have the statementnotice filing, application or report shall be made avalil
effect of delaying or preventing any suohder from becoming ableto the public in accordance with rules adopted by the division.
effective,unless the parties the proceeding before the division  (4) Thedivision upon request shall furnish to any person at a
arealso parties to the court proceeding or action, and exéent reasonablechage photostatic or other copies, certified by the
noticeand opportunity for hearing thereon. division if certification is requested, of amytry in the register or

(2) No permanent or temporary injunction, stagstraining anyorderor other document on file with the division. Any copy

orderor other order shall issue in any proceeding undgs1s56 so certified is admissible in evidence unde889.18
or551.61or in any other proceeding or action, in any court; sus (5) The division may honor requests from interested persons
pendingor stayingany order of the division or having thdestt  for interpretative opinions.
of delaying or preventing any such ordeym becoming dééc- History: 1981 c. 53s.40, 43; 1995 a. 271997 a. 316
tive, unless an undertaking is entered into on the part of the peti
tioneror plaintiff, with a surety and in the sum the caarthe pre  551.65 Service of process. (1) Everyapplicant for license
siding judge thereof directs or approves to thfecfthat the orregistration under this chaptewery person filing a notice fil
petitioneror plaintif will pay all damages which any party susing under this chapter and every issuer that proposeddo af
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securityin this state through any person acting as agent shall file(3) Whenprocess is served under this section the court, or the
with the division orif applying for a license, with thegamnization division in a proceeding before the division, slatler such con
designatedy the division under £51.32 (1) (g)anirrevocable tinuanceas is necessary tdafd the defendant or respondent-rea
conseniappointing the division to be his or her attorney to receig®nableopportunity to defend.

serviceof any lawful process in any noncrimirglit, action, or  History: 1981 c. 53s.41, 43; 1995 a. 271997 a. 3161999 a. 322001 a. 102
proceedingagainst him or her or a successppersonal represen

tativethat arises undehis chapter or any rule or order under thi§51.66 Scope of chapter . (1) The provisionsf this chapter
chapterafter the consent hagen filed, with the same validity asconcerning sales andfeffs to sellapplywhen a sale or fafr to sell

if served personally on the person filing the consent. The condennade in this state or when arfesfto purchase is made and
shallbe in the form the division by rule prescrib&he consent acceptedn this state. The provisions concerning purchases and
neednot be filed by a person who has filed a consent in connectigffers to purchase apply when a purchase far b purchase is
with a previous registration or notice filing or licenbat is then made in this state or anfef to sell is made and accepted in this
in effect. Service may be made by leaving a copy optioeess state.

atthe ofice of the division, but it is not &fctive unless thelain (2) Forthe purpose of this section, arfesfto sell or to pur

tiff, who may be the division insuit, action, or proceeding insti chaseis made in this state, whether or not either party is then pres
tuted by the division, promptly sends notioéthe service and a entin this state, when thefef originates from thistate or is
copy of the process by registered or certified mail todidiendant  directedby the oferor to this state and received by thieafe in

or respondent at the perssiiast address on file with the division,this state, but for the purpose of%1.21, an ofer to sell which

andthe plaintif's afidavit of compliance witlthis subsection is is notdirected to or received by theferiee in this state is not made
filed in the case on or before theturn day of the process, or withinin this state.

suchtime as the court allows. _ _ (3) For the purpose of this section, afeofto purchase or to

(2) Whenany person, including any nonresident of this statgellis accepted in this state when acceptance is communicated to
engagesn conduct prohibited anade actionable by this chaptetihe offeror in this state, and has nateviously been communi
or any ruleor order under this chaptend the person has not filedcatedto the oferor, orally or in writing, outside this statand
aconsent to service of process under ¢lipand personal juris acceptancés communicated to thefferor in this state, whether
diction over the person Cannqt 0therW|S€.be obtaineldis state, or not either party is then present in this state, when fleecef
that conduct shall be considered equivaléatthe persos’ gijrectsit to the oferor in this state reasonably believing théeadr
appointmenbf the division to be his or her attorney to receive sefg pe in this state and it is received by thier in this state.
vice of anylawful process in any noncriminal suit, action, Or-pro- 4y An offer to sell or to purchase is not made in this state when
ceedingagainst theperson or the persansuccessor or personaly, o plisher circulates or there is circulated on the pubfsher

L?%fﬁﬁg%ﬂ‘gﬂgﬁ g;';ﬁs ?u“lé%frtgﬁgpﬂmte?rtﬁsthcﬂ 's.br?ﬁghtbehalfin this state any bona fide newspaper or other publication
P Y Al of general, regular and paid circulation which is not published in

samevalidity as if served on him or her personal§ervice may . : L L - ;
; X . “Y this state, or a radio or television program originating outside this
be made by leaving a copy of the process at tfieeodf thedivi- stateis received in this state.

sion, but it is not ective unlesshe plaintif, who may be the divi History: 1971 c. 841981 c. 53

sionin a suit, aCt“_)n‘ or proceedmg instituted by the dlV'S'Oanhissection focuses on locus of certain actions, regardless of eithes faey’
promptly sends notice of the service and a copy of the processebge. Feitler WWidas Associateg}18 F Supp. 731976).

registerecor certified mail to the defendant or respondent at the

person’siast-known address or takes other stbps are reasen 551.67 Statutory policy . This chapter shall be so construed
ably calculated to give actual notice, and the pldigtiafidavit asto efectuate its general purpose to make unifone law of

of compliance with this subsection is filed in the case on or befdh®sestatesvhich enact the “Uniform Securities Act” and to coor
the return day of the process, or within such time as the codihatethe interpretation and administration of this chapter with
allows. relatedfederal regulation.
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